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o ‘ L )
Re:  Disclosure materials provided by RAO Unified Energy Systems of Russia (File
No. 82-4077) pursuant to Rule 12g3-2(b) under the Securities Exchange Act of

1934, as amended (the "Exchange Act") .

Dear Sirs:

RAO Unified Energy Systems of Russia (the “Company”), a foreign private issuer claiming
exemption pursuant to Rule 12g3-2(b) under the Exchange Act (the "Rule™), submits
herewith information pursuant to subparagraph (b)(1)(i) of the Rule.

THIS SUBMISSION CONTAINS VOTING BULLETINS FOR EXTRAORDINARY
GENERAL SHAREHOLDERS MEETING SENT TO RAO UES SHAREHOLDERS.

This information is being furnished under paragraph (1) of the Rule, with the understanding
that such information and documents will not be deemed “filed” with the Commission or
otherwise subject to the liabilities of Section 18 of the Exchange Act, and that neither this
letter nor the furnishing of such documents and information shall constitute an admission for
any purpose that the Company is subject to the Exchange Act.

Please contact us by calling collect at [+7 (095) 710-43-40] with any questions or comments
regarding this letter. Please acknowledge receipt of this letter and the enclosures by date-
stamping the enclosed duplicate of this letter and returning it to us 1n the enclosed self-
addressed, postage pre-paid envelope.

Very truly yours,

ndrey V. Gabov
Head of Department of Corporate
~Governance and Investor Relations
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Unified Energy System of Russia 000000
Russia, 119526 Moscow. Prospekt Vernadskogo, 101, Building 3 &~ 10 [ 13 1
Extraordinary General Meeting of Shareholders of RAO UES ofRussm S
shall be held by the method of absentee voting SR T e
Deadline for receipt of voting bulletins: 06 December 2006 =
Filled-in voting bulletins shall be sent to: 109544, Moscow, Dobrovolcheskaya
Street, 1/64, ZAO STATUS Registration Company o

VOTING BULLETIN

Resolution on item 1:

1. RAO UES of Russia shall be reorganized through a spin-off of OAO OGK-5 Holding, OAO
TGK-5 Holding.

2. To establish the following procedures and conditions of the spin-off:

2.1. Allocation of shares in the companies resulting from the spin-off shall be effected in the
manner of distributing shares of each new company between sharcholders of RAO UES of
Russia in accordance with the procedures and on the terms stipulated by this resolution.

2.2. A part of property, rights and duties of RAO UES of Russia shall pass to the spin-off
companies in accordance with the separation balance sheet.

2.3. Within 3 days after the Extraordinary General Meeting of Shareholders of RAO UES of
Russia approves the resolution on reorganization of RAQ UES of Russia through a spin-off,
RAOQ UES of Russia shall notify the tax authority of such resolution

2.4, Within 30 days after the Extraordinary General Meeting of Shareholders of RAO UES of
Russia approves the resolution on reorganization,, RAO UES of Russia shall notify creditors of
RAO UES of Russia about such resolution by registered mail, and also publish the notice of
reorganization of RAO UES of Russia in the organ of the press used for publication of
information of the state registration of legal entities.

2.5. Creditors of RAO UES of Russia shall be entitled, within 30 days of publication of the
information regarding the resolution or 30 days of the notification, to request in writing for
termination or early performance of relevant obligations by RAO UES of Russia and
compensation for losses. Based on creditors' claims, RAO UES of Russia shall compile a record
of creditors' claims which have been satisfied and to be satisficd.

2.6. Under paragraph 1, Article 75 of the Federal Act "On joint stock companies”, shareholders
of RAO UES of Russia who voted against resolution on items 1; 4; 5; 6 of agenda of'the
extraordinary General Meeting of Shareholders of RAO UES of Russia or did not take part in
voting on the items shall be entitled to request that RAO UES of Russia buy back all or a part of
the shares they hold, in accordance with the requirements stipulated by the Board of Directors of
RAOQO UES of Russia, under legislation of the Russian Federation, in the notice of the
extraordinary General Meeting of Shareholders of RAO UES of Russia.

2.7. The shares shall be bought back at the price determined by the Board of Directors of RAO
UES of Russia under paragraph 3, Article 75 of the Federal Act "On joint stock companies".
2.8. The report on the results of submitting claims by shareholders on buying back the shares
they hold shall be approved by the Board of Directors of RAO UES of Russia not later than
25.01.2007.

2.9. Each shareholder of RAO UES of Russia who voted against the resolution on reorganization
of RAO UES of Russia or did not take part in voting on reorganization of RAO UES of Russia
shall obtain shares of each resulting company, with the same rights as the shares in RAQ UES of
Russia he holds, in the same quantity.

2.10. Shares in RAO UES of Russia, which are transferred on ownership rights to new holders
after the resolution on reorganization of RAQ UES of Russia and before the state registration of
the new companies shall provide to new holders the same rights as to shareholders who support
the resolution on reorganization.
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3. To establish, through a spin-off from RAO UES of Russia, the following legal entities:

- OAO OGK-5 Holding located at bldg. 3, 101 Prospekt Vernadskogo; 119526 Moscow.

- OAO TGK-5 Holding located at bldg. 3, 101 Prospekt Vernadskogo, 119526 Moscow.

3.1. To stipulate the number of members of the Boards of Directors of OAO OGK-5 Holding and
OAO TGK-5 Holding to be 15 persons.

3.2. To stipulate the number of members of the Auditing Committees of OAO OGK-5 Holding
and OAO TGK-5 Holding to be 5 persons:

3.3. To stipulate the following coefficients of allocating ordinary shares in each of the new
companies, and also par values thereof:

- the following shares shall be issued at a time in respect of each ordinary share in RAO UES of
Russia:

- 1 (one) ordinary share in OAO OGK-5 Holding of par value 0.148455449093326 Rubles;

- 1 (one) ordinary share in OAQ TGK-5 Holding of par value 0.0198622257264326 Rubles.
3.4. To stipulate the following coefficients of allocating preferred shares in each of the new
companies, and also par values thereof:

- the following shares shall be issued at a time in respect of each A-type preferred share in RAO
UES of Russia:

- 1 (one) preferred share in OAO OGK-5 Holding of par value 0.148455449093326 Rubles;

- 1 (one) preferred share in OAQ TGK-5 Holding of par value 0.0198622257264326 Rubles;
3.5. The total number of shares in each of the new companies, which shares are to be allocated,
shall be equal to the number of shares in RAO UES of Russia as of the date of the resolution on
reorganization and shall be equal to 43,116,903,368 shares including 41,041,753,984 ordinary
shares and 2,075,149,384 preferred shares.

3.6. The number of shares of certain category (type) in each of the new companies, which are to
be allocated to each shareholder of RAO UES of Russia, shall be equal to the number of shares
in RAO UES of Russia of relevant category (type) he holds.

3.7. The amount of the authorized capital of OAO OGK-5 Holding shall be determined by
summing up the total number of ordinary shares in OAC OGK-5 Holding subject to placement,
as multiplied by the per ordinary share par value, and the total quantity of preferred shares in
OAO OGK-5 Holding subject to placement, as multiplied by the per preferred share par value,
and shall be equal to 6,400,939,253.01 Rubles.

3.8. The amount of the authorized capital of OAO TGK-5 Holding shall be determined by
summing up the total number of ordinary shares in OAO TGK-5 Holding subject to placement,
as multiplied by the per ordinary share par value, and the total quantity of preferred shares in
OAOQ OGK-5 Holding subject to placement, as multiplied by the per preferred share par value,
and shall be equal to 856,397,667.32 Rubles.

3.9. The authorized capitals of the new companies shall be formed at the cost of the additional
capital of RAO UES of Russia.

3.10. Ordinary shares in the new companies shall grant to their holders the following rights:

- to attend General Meeting of Shareholders of the Company with the right to vote on all 1ssues
referred to its competence, falling within its competence personally or by proxy;

- to elect and be elected member the Company's management bodies and control bodies, in
accordance with legislation of the Russian Federation and the Charter of the Company;

- to transfer the shares they hold without consent of other shareholders and the Company;

- to receive a part of net profit (dividends) allocated for distribution between shareholders in
accordance with legislation of the Russian Federation and the Charter of the Company;

- to be provided an access to the Company's documents in accordance with the procedures
stipulated by legislation of the Russian Federation and the Charter of the Company;

- to request for buying back by the Company of all or a part of the shares they hold, in the cases
stipulated by legislation of the Russian Federation;

- a preemptive right to purchase additional shares and issue-grade securities convertible into
shares through an open subseription, if the Company allocates them, in the number proportionate
to the number of shares of the same category (type) they already hold;



- to be issued a part of the Company's property (liquidation value) in accordance with the
procedures stipulated by legislation of the Russian Federation and the Charter of the Company;

- to exercise any other rights stipulated by legislation of the Russian Federation, the Charter and
resolutions of General Meeting of Sharcholders taken in accordance with its competence.

3.11. Preferred shares in the new companies will grant the following rights to their holders:

- preferred shares of the same type in the Company shall grant to shareholders the same rights
and shall have the same par value.

- holders of preferred shares shall have the right to be issued an annual fixed dividend. The total
amount paid as dividend on each preferred share shall be equal to 10 (ten) per cent of the
Company's net profit, based on the fiscal year's results, as divided by the number of shares being
25 (twenty five) per cent of the authorized capital of the Company. And, if the dividend amount
paid by the Company on each ordinary share for a year shall exceed the amount payable as
dividend on each preferred share, the dividend payable on the latter shall be increased to the
amount of the dividend which has been paid on ordinary shares.

- dividends shall be paid to holders of preferred shares each year, within the time limit stipulated
by General Meeting of Shareholders of the Company, but not later than May 1 of the year
following the year of the General Meeting of Shareholders which has taken resolution on
payment of the dividend, and additionally on the date of payment of the dividend on ordinary
shares, if, under this item, dividend on preferred shares is to be increased to the amount of the
dividend paid on ordinary shares.

- the Company shall not be entitled to pay dividends on preferred shares otherwise than under the
Charter of the Company.

- the Company shall not be entitled to pay dividends on ordinary shares until payment of
dividends on preferred shares.

- holders of preferred shares shall be entitled to attend General Meeting of Shareholders with the
right to vote on all issues of its competence, which right shall be exercisable beginning from the
meeting following the annual meeting of sharcholders which, irrespective of reason, failed to
take resolution on payment of dividends or has taken resolution on a non-full payment of
dividends on preferred shares of this type. The right of holders of preferred shares to attend
General Meeting of Shareholders shall cease to exist from the date of the first full payment of
dividends on such shares.

- holders of preferred shares shall attend General Meeting of Shareholders with the right to vote
on reorganization and liquidation of the Company.

- holders of preferred shares shall acquire the right to vote on resolutions at a General Meeting of
Shareholders which concern amending and supplementing of the Charter of the Company, if
such amendments are limiting the rights of holders of preferred shares of this type, and also
providing to holders of preferred shares of any other type a priority in payment of dividends
and/or liquidation value of shares. Resolution on such amendments and supplements shall be
considered as taken, if supported by at least three fourths majority vote of holders of the voting
shares attending the General Meeting of Shareholders, except holders of preferred shares, and
three fourths majority vote of all holders of preferred shares.

- shareholders of the Company shall have a preemptive right to acquire additional shares and
issue-grade securities convertible into shares in the Company allocated through a closed
subscription, in the number proportionate to the number of the shares of this category (type) they
already hold.

- shareholders of the Company who voted against or did not take part in voting on allocation
through a closed subscription of shares and issue-grade securities of the Company convertible
into shares of the Company shall have a preemptive right to acquire the additional shares and
issue-grade securities convertible into shares in the Company allocated through a closed
subscription, in the number proportionate to the number of the shares of this category (type) they
already hold. This right shall not cover allocation of shares and issue-grade securities convertible
into shares in the Company allocated through a closed subscription among shareholders only, if
shareholders have an opportunity to acquire an integer number of allocated shares and other



issue-grade securities convertible into shares proportionate to the number of the shares of this
category (type) they already hold.

- in case of liquidation of the Company, the property of the Company remaining after satisfaction
of creditors’ claims shall be used for making payments in the following sequence:

first of all, payments shall be made on the shares to be bought back in accordance with Article 75
of the Federal Act "On joint stock companies”;

second, accrued but not paid dividends on preferred shares and the liquidation value of preferred
shares under the Charter of the Company shall be paid;

third, property shall be distributed between holders of ordinary shares and all types of preferred
shares.

If extraordinary General Meeting of Shareholders of RAO UES of Russia on December 06, 2006
takes resolution on amending and supplementing of the Charter of RAO UES of Russia, A-type
preferred shares in the Company shall grant to holders thereof the rights similar to the nghts
granted by A-type preferred shares in RAO UES of Russia under the said resolution.

3.12. The shares of the new companies which remain non-allocated among shareholders of RAO
UES of Russia shall be considered as acquired by RAO UES of Russia.

3.13. Shares of the new companies shall be considered as allocated (distributed among
shareholders of RAO UES of Russia, retained by RAO UES of Russia) as of the date of the state
registration of the companies resulting from the reorganization, based on the record of
shareholders of RAO UES of Russia as of the relevant date.

3.14. To approve the separation balance sheet .

3.15. Anatoly Vladimirovich Bushin, Director General of OAO OGK-35, shall be appointed as the
person performing the functions of the sole executive body of OAO OGK-5 Holding.

3.16. Vladimir Albertovich Lebedev, Director General of OAO TGK-5, shall be appointed as the
person performing the functions of the sole executive body of OAO TGK-5 Holding.

3.17. The following members of the Auditing Committee of OAO OGK-3 Holding shall be
appointed

Full name and title of the nominee

1 Burova, Oksana Vyacheslavovna, Head of the Accounting Process Methodology and
Coordination of the Accounting and Reporting Department, OGK-5

2 Samsonov, Sergey Gennadyevich, Manager of the Financial and Business Control
Department for Subsidiaries and Dependent Companies of Business Unit 1, RAO UES
of Russia

3 Sidorov, Sergey Borisovich, Head of the Internal Audit Department of the Corporate
Center, RAO UES of Russia

4 Uzgorov, Igor Ivanovich, Head of the Financial and Business Control Department for
Subsidiaries and Dependent Companies of Business Unit 1, RAO UES of Russia

5 Zenyukov, Igor Alikovich, Deputy Head of the Department for Corporate Governance
and Shareholder Relations of the Corporate Center, RAO UES of Russia

3.17. To determine the following composition of the Auditing Committee of OAOQ TGK-5
Holding

Full name and title of the nominee

1 Mikhin, Maxim Valeryevich, Specialist of the Financial and Business Control
Department for Subsidiaries and Dependent Companies of Business Unit 1, RAO UES
of Russia

2 Kramarenko, Vyacheslav Mikhailovich, Head of the Internal Control and Audit

Department, 1ES

3 Sidorov, Sergey Borisovich, Head of the Internal Audit Department of the Corporate
Center, RAO UES of Russia

4 Sorokin, Roman Yuryevich, Division Head of the Department for Corporate
Governance and Shareholder Relations of the Corporate Center, RAQ UES of Russia

L]

Uzgorov, [gor [vanovich, Head of the Financial and Business Control Department for




| Subsidiaries and Dependent Companies of Business Unit 1, RAO UES of Russia

3.19. The register of holders of the issue-grade securities of each new company shall be kept by
the keeper of the record of shareholders of the company taking over the new company: OAQ
Central Moscow Depositary located at bldg. B, 3 Orlikov Pereulok, 107078 Moscow, for OAQ
OGK-5 Holding and OAO Reestr-A Plus located at 50 Kommunisticheskaya St., 630007
Novosibirsk, for OAO TGK-5 Holding.

3.20. To approve the Charter of OAO OGK-5 Holding.

3.21. To approve the Charter of OAO TGK-5 Holding.

3.22. If the state registration of one of the new companies {(OAQ OGK-5 Holding, OAO TGK-5
Holding) shall not occur within two years of this resolution, resolution on reorganization of RAQO
UES of Russia through a spin-off shall not be performed in respect of the company not registered
by that time.

FOR AGAINST ABSTAINED

Please, choose (leave non-crossed out) one of the above
alternatives corresponding to your decision
(unless otherwise stipulated by paragraphs I, 2, 3)

1. If voting is based on a power of attorney issued in respect of shares transferred after the
deadline stipulated for execution of the list of persons entitled 1o attend the general meeting
(hereinafter referred to as the List), please, indicate in the field chosen (non-crossed out) under
the voting alternative the number of votes cast for the alternative chosen and indicate reason of
filling in the field:

O - voting under a power of attorney issued in respect of shares transferred after the date of
execution of the List. :

2. If after the deadline stipulated for execution of the List not all shares have been transferred,
please, indicate in the field chosen (non-crossed out) under the voting alternative the number of
votes cast for the alternative chosen and indicaie reason of filling in the field:

O - a part of shares have been transferred after the date of execution of the List. If in respect of
the shares iransferred after the date of execution of the List instructions are received from
transferee of such shares which are coinciding with the voting alternative lefi, such votes shall
be summed up.

3. If voting is under instructions of the persons which have acquired shares after the deadline
stipulated for execution of the List, or in accordance with instructions of the persons which have
acquired the depositary securities, please, indicate the number of votes cast for each voting
alternative in the field chosen under the voting alternative and indicate reason of filling in the
field:

O - voting under instructions of transferees of shares acquired after the deadline stipulated for
execution of the List, and/or under instructions of holders of depositary securities

Signature of shareholder (representative)

( )

(signature) (full name)

The voting bulletin shall be signed by the sharcholder or his proxy,
otherwise the voting bulletin shall be invalidated




Unified Energy System of Russia
bildg. 3, 101 Prospekt Vernadskogo, 119526 Moscow, Russian Federation

STATUS Registration Company,

1/64 Dobrovolcheskaya Str., 109544, Moscow,

VOTING BULLETIN

Extraordinary General Meeting of Shareholders of RAO UES of Russia
in the form of absentee voting
Deadline for receipt of bulletins: December 06, 2006
Completed voting bulletins should be sent to the following address: ZAO

000000
2

Number of votes for cumulative voting: ]

Resolution with regard to item 2: Elect the Board of Directors of OAO OGK-5 Holding as

follows:
Ite ABSTAINE
m Name of Candidate, position* FOR AGAINST D
No.

Akhanov, Dmitry Sergeyevich, Head of the
Reform Project Implementation Center of the
Reform Management Center, RAQ UES of Russia

&

Bunyakin, Maxim Nikolayevich, Senior Expert,
Reform Management Center

Volik, Vladimir Olegovich, Reform Manager,
RAQ UES of Russia

Znamensky, Aleksey Alekseyevich, Senior
Consultant, BRANAN

Kachay, Aleksey Romanovich, Deputy Head of the
Strategy Department of the Reform Management
Center

Bykhanov, Evgeny Nikolayevich, Deputy Director
General of the Institute of Professional Directors
{(Fund)

Shtykov, Dmitry Viktorovich, Director General of
the Institute of Professional Directors (Fund)

Nepsha, Valery WVasilyevich, Deputy Director
General of the Institute of Professional Directors
{Fund)

Galka, Vadim Vadimovich, Head of the Personnel
Management Department of the Corporate Center,
RAQ UES of Russia

Burnashev, Dmitry Aleksandrovich, Head of the
Business Planning Department of the Corporate
Center, RAO UES of Russia

Vasin, Dmitry Alekseyevich, Head of the Finance
Department for Subsidiaries and Dependent
Companies of Business Unit 1, RAO UES of
Russia

Krivoguzov, Andrey Vladimirovich, Head of the
Department for Technical Audit and Production
Supervision of Business Unit 1, RAO UES of
Russia

Shchedrolyubov, Viktor Leonidovich, Head of the
Department for Technical Condition and Repair
Organization of Business Unit 1, RAO UES of
Russia '

Orudzhev, Eldar Valeryevich, Deputy Managing
Director of Business Unit 1, RAO UES of Russia




15. | Bushin, Anatoly Vladimirovich, Director General,
. OGK-5

16. | Abramov, Evgeny Yuryevich, Head of the Energy
Complex Directorate, MMC Norilsk Nickel

Number of votes for cumulative voting: |

Resolution with regard to item 3: Elect the Board of Directors of OAOQ TGK-5 Holding as
follows:

Ite
m Name of Candidate, position* FOR AGAINST
No.

ABSTAINE
D

1. Akhanov, Dmitry Sergeyevich, Head of the
Reform Project Implementation Center of the
Reform Management Center, RAO UES of Russia

2. Bunyakin, Maxim Nikolayevich, Senior Expert,
Reform Management Center, RAO UES of Russia

3. Volik, Vliadimir Olegovich, Reform Manager,
RAO UES of Russia

4, Znamensky,  Aleksey  Alekseyevich,  Senior
Consultant, BRANAN

5. Kachay, Aleksey Romanovich, Deputy Head of the
Strategy Department of the Reform Management
Center, RAQ UES of Russia

6. Bykhanov, Evgeny Nikolayevich, Deputy Director
General of the Institute of Professional Directors
(Fund)

7. Shtykov, Dmitry Viktorovich, Director General of
the Institute of Professional Directors (Fund)

8. Nepsha, Valery Vasilyevich, Deputy Director
General of the Institute of Professional Directors
{Fund)

9. Kozhukhovsky, Igor Stepanovich, Head of the
Economic Policy Department of the Corporate
Center, RAO UES of Russia

10. | Negasheva, Yulia Nikolayevna, Head of the
Corporate Finance and Budget Department of the
Corporate Center, RAO UES of Russia

Il. | Rozhkov, Dmitry Emstovich, Head of the
Operation  and  Long-Term  Development
Department of Business Unit 1, RAQ UES of
Russia

12. | Sokolovsky, Mikhail Zinovyevich, Head of the
Legal Department of Business Unit 1, RAO UES
of Russia

13. | Filippov, Vasily Gennadyevich, Head of the Tariff
Design Department of Business Unit |, RAQ UES
of Russia

14. | Kolushov, Vladimir Nikolayevich, Executive
Director of Business Unit 1, RAO UES of Russia
15. | Lebedev, Vladimir Albertovich, Director General,
TGK-3

16. | Abramov, Evgeny Yuryevich, Head of the Energy

Complex Directorate, MMC Norilsk Nickel

* Positions are indicated as of the date of nomination of candidates.

Attention! Upon cumulative voting the number of votes held by each shareholder is multiplied
by the number of persons that shall be elected to the Board of Directors of the company and a




shareholder may cast all votes thus received for one candidate, or distribute them among two or
more candidates, or vote “against all” or “abstained in respect of all candidates” by leaving
uncrossed only the chosen variant of voting,

Fractional part of vote received in the result of multiplying the number of votes held by a holder
of a fractional share by the number of persons that shall be elected to the Board of Directors of
the company may be cast only for one candidate.

The above procedure of cumulative voting is applied unless otherwise is provided for in
paragraphs 1, 2, 3 below

1. If voting is done by proxy issued in relation to shares transferred after the date of compiling
the list of persons entitled to vote at the general meeting (“the List™), then please specify the
number of votes cast for the variant you choose in the field under the chosen (uncrossed) variant
of voting and make a mark about the reason of filling in the field:

- voting by proxy issued in relation to shares transferred after the

date of compiling the List

2. If after the date of compiling the List shares have not been transferred in full, please specify
the number of votes cast for the variant you choose in the field under the chosen (uncrossed)
variant of voting and make a mark about the reason of filling in the field:

- part of shares has been transferred after the date of compiling

the List. If in relation to shares

transferred after the date of compiling the List the instructions of

purchasers of such shares coinciding with the chosen variant of

voting have been received, then such votes shall be summarized

3. If voting is done in accordance with instructions of persons who have purchased shares after
the date of compiling the List or in accordance with instructions of depository securities holders
please specify the number of votes cast for each variant of voting in respective fields under the
variants of voting and make a mark about the reason of filling in the field:

- voting in accordance with instructions of persons who have

purchased shares after the date of

compiling the List and/or in accordance with instructions of

depository securities holders

Signature of Shareholder (Representative)
( )

(signature) (name)

The voting bulletin shall be signed by Shareholder or his/her/its representative
otherwise the bulletin shall be considered as invalid.




Unified Energy System of Russia 000000
Russia, l 19526 Moscow, Prospekt Vernadskogo, 101, Building 3 3
Extraordinary General Meeting ot Shareholders of RAO UES of Russia
shall be held by the method of absentee voting
Deadline for acceptance of voting bulletins: 06 December 2006
Filled-in voting bulletins shall be sent to: 109544, Moscow, Dobrovolcheskaya
Street, 1/64, ZAO STATUS Registration Company

VOTING BULLETIN

Resolution on item No. 4:

1. OAO OGK-5 Holding shall be reorganised through a merger to OAO OGK-5 on the terms and
conditions provided by the agreement of accession of OAO OGK-5 Holding to OAO OGK-5.

2. The agreement of accession of OAO OGK-5 Holding to OAO OGK-5 shall be approved.

3. The deed of assignment of OAO OGK-5 Holding shall be approved.

4. The following manner and terms and conditions of conversion of shares in OAO OGK-5
Holding into shares in OAO OGK-5 shall be approved:

4.1. Tt shall be determined that all shares in OAO OGK-5 Holding shall be converted into shares
in OAO OGK-5, which have come into possession of OAO OGK-5 (except for shares
repurchased by OAO OGK-5), and also into additional shares in OAO OGK-5, in the case
mentioned in paragraph 4.2.;

4.2. Where, in calculating the number of shares that shall be reccived by a shareholder of OAO
OGK-5 Holding as a result of conversion, the calculated number of shares of any shareholder of
OAO OGK-5 Holding represents a fractional number, then the fractional part of the number of
shares shall be rounded off in accordance with the following rule:

- if the decimal number is 5 to 9, one shall be added to the whole number and the decimal
numbers shall be disregarded;

- if the decimal number is 0 to 4, the whole number only shall be counted and the decimal
numbers shall be disregarded;

- if no shares are receivable by a shareholder as a result of the rounding, such sharcholder shall
receive one share in OAO OGK-5.

Such rounding shall be made only at the expense of additional shares in OAO OGK-3, issued in
the quantity of no more than 1,000,000 (one million) shares.

4.3. Additional ordinary shares in OAO OGK-5 shall grant the followmg rights to the
shareholders:

- Participate in the General Meeting of shareholders of the Company with the right to vote on all
matters referred to its authority either in person or by proxy;

- Make proposals for the agenda of the General Meeting in the manner provided by the laws of
the Russian Federation and Charter of the Company;

- Obtain information concerning activities of the Company and inspect documents of the
Company in accordance with Article 91 of the Federal Law "On Joint Stock Companies”, other
normative legal acts, and the Charter of the Company;

- Receive dividends declared by the Company;

- Pre-emptive right to acquire additional shares and securities convertible into shares, issued by
public offering, in the quantity proportional to the number of their ordinary shares;

- In the event of liquidation of the Company, receive a part of its assets;

- Exercise other rights provided by the laws of the Russian Federation and Charter of the
Company.

4.4, Rates of conversion of shares:




((2,075.149,384 * 0.9158) + 41,041,753,984) / 17,685,842,752 ordinary shares in OAO OGK-5
Holding shall be converted into 1 ordinary share in OAQ OGK-5 having the par value of 1
rouble each;

2,075,149.384 / ((17,685,842,752 — (17,685,842,752 / ((2,075,149,384 * 0.9158) +
41,041,753,984) * 41,041,753,984)) preferred shares in OAO OGK-5 Holding shall be converted
into 1 ordinary share in OAO OGK-5 having the par value of 1 rouble each;

4.5. Shares in OAO OGK-5 Holding shall be deemed to be converted into ordinary shares in
OAO OGK-5 as of the date of making an entry into the Unified State Register of Legal Entities,
concerning the cessation of activity of OAO OGK-5 Holding, based on the information
contained in the share register of OAO OGK-5 Holding as of the said date.

4.6. Shares in OAO OGK-5 Holding, which are subject to conversion, shall be cancelled upon
their conversion.

5. It shail be determined that the separation balance sheet of RAO UES of Russia, containing
provisions on the designation of OAO OGK-5 Holding as legal successor of RAO UES of
Russia, shall represent a deed of assignment, under which the rights and obligations of RAO
UES of Russia shall be assigned to OAO OGK-5.

6. Yakov Moiseevich Urinson, Deputy Chairman of the Management Board of RAO UES of
Russia, shall be appointed as the person authorised to sign on behalf of OAO OGK-5 Holding
the Agreement of Accession of OAQ OGK-5 Holding to OAO OGK-5.

FOR AGAINST ABSTAINED

Please, choose (leave non-crossed out) one of the above
alternatives corresponding to your decision
(unless otherwise stipulated by paragraphs 1, 2, 3)

1. If voting is based on a power of attorney issued in respect of shares transferred afier the
deadline stipulated for execution of the list of persons entitled to attend the general meeting
(hereinafter referred to us the List), please, indicate in the field chosen (non-crossed out) under
the voting alternative the number of votes cast for the alternative chosen and indicate reason of
filling in the field:

D - voting under a power of attorney issued in respect of shares transferred after the date of
execution of the List.

2. If afier the deadline stipulated for execution of the List not all shares have been transferred,
please, indicate in the field chosen (non-crossed out) under the voting alternative the number of
votes cast for the alternative chosen and indicate reason of filling in the field:

O - a part of shares have been transferred afier the date of execution of the List. If in respect of
the shares transferred after the date of execution of the List instructions are received from
transferee of such shares which are coinciding with the voting alternative lefi, such votes shall
be summed up.

3. If voting is under instructions of the persons which have acquired shares afier the deadline
stipulated for execution of the List, or in accordance with instructions of the persons which have
acquired the depositary securities, please, indicate the number of votes cast for cach voting
alternative in the field chosen under the voting alternative and indicate reason of filling in the
field.

C - voting under instructions of transferees of shares acquired after the deadline stipulated for
execution of the List, and/or under instructions of holders of depositary securities

Signature of sharcholder (representative)




Parra

(signature)

(full name)

The voting bulletin shall be signed by the shareholder or his proxy,

otherwise the voting bulletin shall be invalidated
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Extraordinary General Meeting of Shareholders of RAO UES of Russia’ - o
shall be held by the method of absentee voting IR Rl LR VIR
Deadline for receipt of voting bulletins: 06 December 2006” )
Filled-in voting bulletins shall be sent to: 109544, Moscow, Dobrovolcheskdyd
Street, 1/64, ZAO STATUS Registration Company b

VOTING BULLETIN

Resolution on item No. 5:

1. OAO TGK-5 Holding shall be reorganised through a merger to OAO TGK-5 on the terms and
conditions provided by the agreement of accession of OAO TGK-5 Holding to OAO TGK-5.

2. The agreement of accession of OAO TGK-5 Holding to OAO TGK-5 shall be approved.

3. The deed of assignment of OAO TGK-5 Holding shall be approved.

4. The following manner and terms and conditions of conversion of shares in OAO TGK-5
Holding into shares in OAO TGK-5 shall be approved:

4.1. It shall be determined that all shares in OAO TGK-5 Holding shall be converted into shares
in OAO TGK-5, which have come into possession of OAO TGK-5 (except for shares
repurchased by OAQO TGK-5), and also into additional shares in OAQ TGK-5, in the case
mentioned in paragraph 4.2. of this resolution;

4.2. Where, in calculating the number of shares that shall be received by a shareholder of OAO
TGK-5 Holding as a result of conversion, the calculated number of shares of any sharcholder of
OAO TGK-5 Holding represents a fractional number, then the fractional part of the number of
shares shall be rounded off in accordance with the following rule:

- if the decimal number is 5 to 9, one shall be added to the whole number and the decimal
numbers shall be disregarded;

- if the decimal number is O to 4, the whole number only shall be counted and the decimal
numbers shall be disregarded;

- if no shares are receivable by a shareholder as a result of the rounding, such shareholder shall
receive one share in OAO TGK-5.

- Such rounding shall be made only at the expense of additional shares in OAO TGK-5, issued in
the quantity of no more than 1,000,000 (one million) shares.

4.3. Additional ordinary shares in OAO TGK-5 shall grant the following rights to the
shareholders:

- Participate in the General Meeting of shareholders of the Company with the right to vote on all
matters referred to its authority either in person or by proxy;

- Make proposals for the agenda of the General Meeting in the manner provided by the laws of
the Russian Federation and Charter of the Company;

- Obtain information concerning activities of the Company and inspect documents of the
Company in accordance with Article 91 of the Federal Law "On Joint Stock Companies”, other
normative legal acts, and the Charter of the Company;

- Receive dividends declared by the Company;

- Pre-emptive right to acquire additional shares and securities convertible into shares, issued by
public offering, in the quantity proportional to the number of their ordinary shares;

- In the event of liquidation of the Company, receive a part of its assets;

- Exercise other rights provided by the laws of the Russian Federation and Charter of the
Company.

4.4. Rates of conversion of shares:

((2,075,149,384 * 0.9158) + 41,041,753,984) / 583,798,247,818 ordinary shares in OAO TGK-5
Holding shall be converted into 1 ordinary share in OAQO TGK-5 having the par value of 0.01

roubles each;




5075140204 | ((383.798,247,818 — (583,798,247,818 / ((2,075,149,384 * 0.9158) +
41,041,753,984) * 41,041,753,984)) preferred shares in OAO TGK-5 Holding shall be converted
into 1 ordinary share in OAO TGK-5 having the par value of 0.01 roubles each;

4.5. Shares in OAO TGK-5 Holding shall be deemed to be converted into ordinary shares in
OAO TGK-5 as of the date of making an entry into the Unified State Register of Legal Entities,
concerning the cessation of activity of OAO TGK-5 Holding, based on the information contained
in the share register of OAO TGK-5 Holding as of the said date.

4.6. Shares-in, OAO,TGK-5 Holding, which are subject to conversion, shall be cancelled upon
their conversmn

3.0 1t shall be determined that the separation balance sheet of RAO UES of Russia, containing
prowsmns on the designation of OAO TGK-5 Holding as legal successor of RAO UES of
Russia, shall represent a deed of assignment, under which the rights and obligations of RAO
UES of Russia shall be assigned to OAC TGK-5.

6. Yakov Mmseewch ‘Urinson, Deputy Chairman of the Management Board of RAOQ UES of
Russia, shall be appomted as the person authorised to sign on behalf of OAO TGK-5 Holding the
Agreement of Accession of OAO TGK-5 Holding to OAO TGK-5.

FOR AGAINST ABSTAINED

Please, choose (leave non-crossed out) one of the above .
alternatives corresponding to your decision

(unless otherwise stipulated by paragraphs 1, 2, 3)

1. If voting is based on a power of attorney issued in respect of shares transferred afier the
deadline stipulated for execution of the list of persons entitled 1o attend the general meeting
(hereinafler referred to as the List), please, indicate in the field chosen (non-crossed out) under
the voting alternative the number of voles cast for the alternative chosen and indicate reason of
filling in the field:

O - voting under a power of attorney issued in respect of shares transferred after the date of
execution of the List.

2. If after the deadline stipulated for execution of the List not all shares have been transferred,
please, indicate in the field chosen (non-crossed out) under the voting alternative the number of
votes cast for the alternative chosen and indicate reason of filling in the field.

G - a part of shares have been transferred afier the date of execution of the List. If in respect of
the shares transferred after the date of execution of the List instructions are received from
transferee of such shares which are coinciding with the voting aliernative lefl, such votes shall
he summed up.

3. If voting is under instructions of the persons which have acquired shares after the deadline
stipulated for execution of the List, or in accordance with instructions of the persons which have
acquired the depositary securities, please, indicate the number of votes cast for each voting
alternative in the field chosen under the voting alternative and indicate reason of filling in the
field: '

Q1 - voting under instructions of transferees of shares acquired after the deadline stipulated for
execution of the List, and/or under instructions of holders of depositary securities

Signature of shareholder (representative)

( )

(signature) | (full name)




" The voting bulletin shall be signed by the shareholder or his proxy,
otherwise the voting bulletin shall be invalidated
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Extraordinary General Meeting of Shareholders of RAO UES of Russia
in the form of absentee voting
Deadline for receipt of bulletins: December 06, 2006
Completed voting bulletins should be sent to the following address: ZAO
STATUS Registration Company,
1/64 Dobrovolcheskaya Str., 109544, Moscow,

YOTING BULLETIN

Resolution with regard to item 6: Approve the following Amendments and supplements to the
Charter of RAO UES of Russia:

"Holders of Type A preferred shares shall be entitled to a fixed annual dividend. The total
amount to be paid as a dividend per Type A preferred share shall be equal to ten (10) percent of
the Company's net profit (without regard to the financial result of the previous financial year's
revaluation of financial investments) for the fiscal year divided by the number of shares making
twenty-five (25) percent of the Company's Authorized Capital. If the amount of dividends to be
paid by the Company for each ordinary share in a certain year exceeds the amount to be paid as a
dividend per Type A preferred share, the size of the dividend to be paid for the latter shall be
increased to the size of the dividend to be paid per ordinary share, *

FOR AGAINST ABSTAINED

| | | | | |

Please, choose (leave non-crossed out) one of the above
alternatives corresponding to your decision
(unless otherwise stipulated by paragraphs 1, 2, 3}

1. If voting is based on a power of attorney issued in respect of shares transferred after the
deadline stipulated for execution of the list of persons entitled to attend the general meeting
(hereinafier referred to as the List), please, indicate in the field chosen (non-crossed out) under
the voting alternative the number of votes cast for the alternative chosen and indicate reason of
filling in the field:

o - voting under a power of attorney issued in respect of shares transferred after the date of
execution of the List.

2. If after the deadline stipulated for execution of the List not all shares have been transferred,
please, indicate in the field chosen (non-crossed out) under the voting alternative the number of
votes cast for the alternative chosen and indicate reason of filling in the field:

O - a part of shares have been transferred afier the date of execution of the List. If in respect of
the shares transferred after the date of execution of the List instructions are received from
transferee of such shares which are coinciding with the voting alternative lefl, such votes shall
be summed up. :

3. If voting is under instructions of the persons which have acquired shares afler the deadline
stipulated for execution of the List, or in accordance with instructions of the persons which have
acquired the depositary securities, please, indicate the number of votes cast for each voting
alternative in the field chosen under the voting alternative and indicate reason of filling in the
field:




0 - voting under instructions of transferees of shares acquired after the deadline stipulated for

execution of the List, and/or under instructions of holders of depositary securities
Signature of shareholder (representative)

( )

| '(si gnature) : (full name)

The voting bulletin shall be signed by the shareholder or his proxy,
otherwise the voting bulletin shall be invalidated
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Extraordinary General Meeting of Shareholders of RAO UES of Russia
in the form of absentee voting
Deadline for receipt of bulletins: December 06, 2006
Completed voting bulletins should be sent to the following address: ZAO
STATUS Registration Company,
1/64 Dobrovolcheskaya Str., 109544, Moscow,

VOTING BULLETIN

Resolution with regard to item 7:

To approve a transaction (associated transactions) regarding the purchase of additional

shares of FGC UES by RAO UES of Russia, which is an interested-party transaction, on

the following essential conditions:

- the parties to transaction (associated transaction): RAO UES of Russia, FGC UES;

- subject of transaction (associated transactions): FGC UES shall transfer to RAO UES of Russia
Twenty Billion (20,000,000,000) ordinary registered shares of FGC UES placed under private
offering at the offering price of Fifty (50) kopecks each;

- RAQO UES of Russia shall pay for shares of additional issue of FGC UES the amount of Ten
Billion (10,000,000,000) rubles no later than the termination of offering.

- price of transaction (associated transactions): Ten Billion (10,000,000,000) rubles.

- RAO UES of Russia may purchase less number of shares of FGC UES, in which case FGC
UES shall transfer to RAQ UES of Russia the corresponding number of paid shares.

FOR AGAINST ABSTAINED

L | | | | |

Please, choose (lcave non-crossed out) one of the above
alternatives corresponding to your decision
(unless otherwise stipulated by paragraphs 1, 2, 3)

1. If voting is based on a power of attorney issued in respect of shares transferred after the
deadline stipulated for execution of the list of persons entitled 1o attend the general meeting
(hereinafier referred to as the List), please, indicate in the field chosen (non-crossed out) under
the voting alternative the number of votes cast for the alternative chosen and indicate reason of
Silling in the field:

O - voting under a power of attorney issued in respect of shares transferred after the date of
execution of the List.

2. If after the deadline stipulated for execution of the List not all shares have been transferred,
please, indicate in the field chosen (non-crossed out) under the voting alternative the number of
vofes cast for the alternative chosen and indicate reason of filling in the field:

O - a part of shares have been transferred after the date of execution of the List. If in respect of
the shares transferred after the date of execution of the List instructions are received from
transferee of such shares which are coinciding with the voting alternative lefi, such votes shall
be summed up.

3. If voting is under instructions of the persons which have acquired shares after the deadline




ki, ot

stipulated for execution of the List, or in accordance with instructions of the persons which have
acquired the depositary securities, please, indicate the number of vates cast for each voting
alternative in the field chosen under the voting alternative and indicate reason of filling in the

field:

O - voting under instructions of transferees of shares acquired after the deadline stipulated for
execution of the List, and/or under instructions of holders of depositary securities

Signature of shareholder (representative)

( )

(signature) (full name)

The voting bulletin shall be signed by the shareholder or his proxy,
otherwise the voting bulletin shall be invalidated
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| Mail Stop 3628 fa S oy

| Office of International Corporate Finance PRk
Division of Corporation Finance =
U.S. Securities and Exchange Commission o

; 100 F Street, N.E. W
| Washington, DC 20549 R
| ,

December 06, 2006

Re:  Disclosure materials provided by RAO Unified Energy Systems of Russia (File
No. 82-4077) pursuant to Rule 12g3-2(b) under the Securities Exchange Act of
1934, as amended (the '""Exchange Act'')

Dear Sirs:

RAO Unified Energy Systems of Russia (the “Company™), a foreign private issuer claiming
exemption pursuant to Rule 12g3-2(b) under the Exchange Act (the "Rule"), submits
herewith information pursuant to subparagraph (b)}(1)(i) of the Rule.

THIS SUBMISSION CONTAINS THE IFRS CONSOLIDATED INTERIM
FINANCIAL STATEMENTS OF RAO UESR GROUP FOR H1 2006

This information is being furnished under paragraph (1) of the Rule, with the understanding
that such information and documents will not be deemed “filed” with the Commission or
otherwise subject to the liabilities of Section 18 of the Exchange Act, and that neither this
letter nor the furnishing of such documents and information shall constitute an admission for
any purpose that the Company is subject to the Exchange Act.

Please contact us by calling collect at [+7 (095) 710-43-40] with any questions or comments
regarding this letter. Please acknowledge receipt of this letter and the enclosures by date-
stamping the enclosed duplicate of this letter and returning it to us in the enclosed self-
addressed, postage pre-paid envelope.

Andrey V. Gabov
Head of Department of Corporate
Governance and Investor Relations

Sergey V. Makshakov
Head of The Financial and Tax
Accounting Department
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10 lhe Cnnsohdmed 1n|cr|m Hmncml Statéments for six mamhs ended 30 June 2046

T “(m willions of Rusmn ‘Roubles).

“include, but aﬁ._ not, ilmlte
;thc Russian chcmnon und rclaln ely’ Iugh intlation. The wx, currency.and customs legislation within the Russian
. Iederanen is subjcct g vnrvmi, mterpremuons and chnngcs which can occur frequentiy.

‘“C roup ) consms of RAO UES nnd its related subsidiaries, associates and Jom:[)
"he Group prmcapai subﬂdmncs as at 30 June 2006 are presented in Note 5. The G roup associaies:

”.and jatmly comrollcd cmuy are prcsemed in Note 9.,

ce I}nmbmmn = dclwcr\' ol’ c!cclﬂtilv xhrous.h distributinn y:ds

Retm!mg saics otclcctncm.,; =

‘ ;:ﬁ;\O _UESTS rcgisfcré’d o'fﬁcc is Idcaiic‘& at bid. 3, 101 Vemadskogo prospect. 119326, Moscow, Russii,

Opemrmg enw'rmnmcm of__me (‘ mup Whilst_there have been improvements in economic trends in the Russian
Federation; |hc ‘coumiry. .continucs ‘Lo, d:sp!:n centain characteristics of. an emerging market. These characieristics
m 1h exasacnte of u currency that is not {reely convertible in most countries outside of

Re!arinm mm rhr \mrc nnd mrn-m rfnularmn. As ot 30 June 2006, the Government of the Russian Federation

owned 527 pereent of RAD UES, w hich-represents $5.0 percent of the ordinary shares issucd. As discussed in Note

"14. only ordinary shares hnve voting rights. T he Group's customer base includes a large number of entilies controlled

by or related 1o, the stmc Funhmnorc .the state controls a number of the Group's fuel and other supplicrs (see
Note 7).

= 'I'hﬁGﬁvémﬁwnl of the R'iits‘iﬁn'f’edem{ibn affects the Group's operations through:
De :,p'zmc:panon of i us rcprcsemauvca m lhc Board of Dlrcuors ol RAO UES;
T mnff rcg,uianon \\uhm t\hoiesa!c :md reiail eleciricity and heat markets;

+ its control over'and :_xppm_yal for the Groqp COMPIHCS' fnVeSIMent Programs:

e its antimonopoly regulation,

The I-Ldml Scmtc on Tariffs (¢ !“ST"} regulaics ‘electricity and heat tariffs by setting maximum electricity and heat
1arifl level for final consumers, wholesale market and infrastructural entities (electricity transmission through the high
valage: g:dr.) -and the regional services on tariffs ("RSTs") set tariffs for electricity and heat for final consumers and
tariffs for electricity distribution throng,h the low voliage wds on regional retail markets. Although Some free trading
ai' limited volumes cfelecmul\' tarifls which Group entities may; charge for sales of eleetricity and heat are governed
both by reguluuous spctmc 1o the ciecmcny and heat industry and by regulations applicable 1o natural monopolies.

,:\s a condmon ) pnvaus:n ion in 1992, “the Governinerit of the Russmn Federution imposed an obligation on Group

entities to prov 1dc connccl:on for the Supph’ of electricity and heating to customérs in the Russian Federation,

Investment programs of 1hc'C‘ roup'é companics are subject to approval by state :c\s;u!.niun bodies. Approval of the
mwatmcm programs of RAO UES, Federnd grid company and System operator CDU UES is within the competence
of the -Ministry of IRdustry ahd Electricity, the Minisiry of Economic Development and Trade of the Russian
Federation and F§’ T, THé RSTs approve the investment programs of regional distribution and energy sales companics.

.-\s deseribed in Notes 2 2, 27 and 28, the Government’s.economic, social and other policies could have mateiial effects
onthe opemllons of the Group.
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R;\O UES Group

a\ous 10 the Comolldatcd Interim Finuncial Statéments I'{)r si momhs ended 30 June 2006

- {in mittinas of Russian Raibles)

'Regulumn' isme\ uml mmr rcumrmrmo I‘hc Russun cleunc uulmcs mdusm' m general’ and lhc Group in

) cresu. "an. cmuronmcm m \\hlch mc Group nnd is’ successor -.ompunu.s can raise the capital rcqum:d to mainiain
.fmd npﬂnd current capacuy o

_ .md lhe f‘uncuom 5 of the' mdustrv. boah durmg lh!.. iransition pc-rmd :md subscqucm to'the Lomplctmn of rcforms

is'set forth in the follcumo !cguslanon' Fedéral Law- No. I5-FZ of 26 March 2003 -"On Eleciric Utilities™ and
Federnl Law Noi36- of "6 March 2003 "On ‘the: Specifics of the Funcnomng of Electric Utilities During the

,‘Tnmsmon Period™. and. the' !nuoducuo of Amendments to Certain Russian Federation Legislative Acts und the

tnvalidation of Ccnmn Russian Fedcrnuon l_agisfnmc Acts in ‘Conneétion with the Adoption of the Law "On the
Fieclru Unlmcs of- thc Russmn r‘cdcrm n” & Federal Law ~\’o 36 -F£™). In March 006 changes to the Federl

" law No. ;61 of 26 \mmh 2003 were made- which cancellcd the moratorium on wxnbmmg, competitive and
) monopolv ;vpcs of acmmcs in the clc.cxm utitity mdusm'

In June- "006 uu- Russian Iuderauon Government issued Resolution No. 355 that set the regulatory framework
specifving how entities should nction in the clectric utility industry 10" satisfy their own nceds as well as
production’ needs; Undcr this l“mmcwor!\ it'is_now possible for entitics to combine competitive snd monopoly
wpes of activites in thc E]L‘Clru, unluv mdustrv

In Octaber '-’00:. the Rus;ran Fedrm on Govcmma.m issued Resolulmn No. 643 "On the Rulc for lhe \\’ho!esa!c

Etectricity (Pd v
within ihe Fed
mc free lradmg secior, ,elcunuq sﬁppl:crs were .xblc Lo .wll c!cctncuv genemlcd with thc use- of ﬁcalmcs and
equipment qccoummg" 15 pereent of- lhcu‘ “nrkmg capacity. Since November 2003, the non-commercial
panmrshap “Trade System Adnﬁmmmtor of the Wholcsnle Electricity Market”, in accordance with the rules for
the wholesale’ e!ccmcm (power) market during the transition period, had been holding electricity bidding in the
free lmdm!, wc:or in the ‘mpf.an pant of Russia and in :hu Uruls. Starting from May 2005, the free trading
sector was extended to babcrm “and starting from October 20035, a balancing market was put in operation.

Asat i Sr:ptcmbu "006 a new hbuahrcd mo&icl of the \\hoksalc ami retnil electricity {power) markets has been
launched according to- the. Russian. Goxcrnmem 5 Resolution No. 529 "On Improvement of the Procedure for
Functioning of Wholcsaie Eleciricity. (Power) Market™ and No. $30 "On Rules. for the Functioning of Retail
Electricity \{mkcts ‘Under the new wholesale marker. model, the existing elecuricity and power purchase-and-
sale relations in the mgulalcd marlu:i sector are 10 be replaced by the rtgulatcd bilateral contract system. In 2006
regulated contracts will ¢over all volumes of electricity and power produced and consumed, Since 2007 volumes
of clecmclw {power) traded in the u.holcsatc murket at rc.gui:ued prices wil subsmnunlly reduce. The pace of
teduction will be sei annually-by the Russian F ederstion Governmient according 1o socio-economic development
forecusts . In-2007 up-to 95% of the. forecasted production volumes will be traded ut segulated prices, Period from

2006 10 approximately: "013 is transition period. After that it will become possible to launch a fully competitive

whole sale market: The new, market: model] implies swo ways of electricity trading at free prices — {ree bilateral
contracts and o day -~ ahead ‘market. Under free bilatersl contracts market participants have the right 1o choose
contracting: parties, prices and supply volumes. The day-shead market is based on competitive selection of bids
submined by suppllcrs and buyers a day before Ihe electricity is acwually supplied. The competitive selection is
held by the non-commercial paninership "Trade System Administrator. of the Wholesale Elcciricity Market™. IT
there aré deviations from the day-ahead forecast, participants are obliged to sell excess amounts or buy missing
ones in the baiancm;, market. As a whole. the day ahead market replaces the free trade sector that was previously
operating.  Consumption and’ production pianmn" held bv System operator CDU UES is based on the bidding
results.

. ?\S at 29 Mu) 2003, the Board of Direciors of RAQ UES appro\ed a "Concept of RAQ U[Zb siratepy for the

penod from 2603 through ’008" (furihcr - the "Concept of RAO UES eraum") In February 2006 the Board of
Dircctors approved .-\ppcndnzcs io the Concept of RAQ UES Strtegy: "Territorinl generating companies

("TGCs™) being created 'on the basis of assets of the Holdml, Compuny RAQ UES” and "Generating companics

of the Wholesale Electricity \1arkc| (“W(:Cs )". These documents provide a detaifed description of the major
changes thai are plansied 1o take plsuc in the Group during the clectric wtilities reform program,
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R \O UES Group

Notes.to !he Cunsulldatrd Iluerim Financial Statements for six nmmhs ended 30 June 2006
{in millions ul Rusu..n Rmhkﬁ)

“s In Oclober ”005 the Board ol‘ D:rccmm of RAO UI S camccilcd the mmmormm for dtsp@sal of vore assets of the
: Group and deu:rmmed rulcs on spendmg of pmcceds from salc of properiy, plunt and equipment and long-term
mves!mcms. R

'paranon ci' 2 gcncmung _mnpamcs (\.\G -S and TC C- 5) with propomunal
p mtcd compames buv.ccn the' :.h.m-holdcrs of RAO UES. A second stage of the

.,:‘,?

anc 2 anncml wndmon

K ::‘\s at JO lunc ’006 lhc Gmup s current |I§lbt!lll¢$ exceeded iis current assets by Russizn Roubles ("RR ) 7E8 miltion
- {as at 31 December 2005 thu (‘roup s‘current !mblhms exceeded its current nssets by RR 26,836 m:t!:e:a)

’As dlscussed abovc lhe Group is: affv.cicd bv Government policy. ahrcugh control of warifls and o:hcr factors. The
RSTs do-not a?wa;s permit tarifT increases in line with increnses ‘in the Group's costs and thus some, mnﬂs are
'msuﬂ' icient to-cov er.all the cosu: of generation and. distribution. Morcover. these tarifTs consider costs only on 3
statutory bas&s and. ncccrdm;_,ly exclude adduional costs recognised under un International Financial
chumng S:andnrds { iI‘RS"} ‘basis of accounting. As a result, 1ariils do not consistently allow §or an adequate return
on investment and curréntly do not pmudc sufiicient funds for the fuli replacement of property. plant and equipment.
Funhumorc. the’ Group also. experiences difficulties rmsmn finance for nccessary investment in generation,
transmission and dusir;buuon assets:

Although management in recent years has improved significantly the absolute level of scitlements for current sales
“the G iroup continues 1o experience . problems in oblaining settlement of old secounts: receivable. Cuarrently

subsxanuailv alk: scu!cmcms of accounts rcccnnble are made m cash Dcs;auc this success, lhue suIE rcmams Y
.:md rcstruclurmg cﬁoﬁs to reduce the. oulsmndmg balances, There is ie;,nslancn cnahlmg, the Group to cut off non-
‘payers, but this is onlv possible to a. certain extent duc to strategic and pelitical fuctors. Federal, municipal and other

Governmental organisations' make up 2 5|§,mﬂcam portion of the debtor balance as a1 30 June 2006, The G sroup has
' pronded nnamst daubifui accounts reccivable. us further described in Notes 10 and 12,

(:roup manam.mem has been taking the follomng actions in order to address the issues noted above and i improve the
Group’s nmmcmi posmon

. mxroducuon of i unpro\ ed t‘" nancml budpeting procedures: a strong focus on timely cash collection of ¢urrent and
: o!d dcbtor bnlanccs. reslrucmrlni. of liabilities for repayment over a longer period:

o d:scussmns wuh saran:-rtc mvcsmrs -and identification and assessment of projects requiring investment funds;

. ncﬂmmlmns wnh fcdem! and fc:[,:onai Governmenis and rq,u!amrs for real increases in trifls to support
nda.quau: !ang, term m\'eslmem into the Group's genernlion, transmission and distribution assets: and

¢ active pantcnpaupn*m the ﬂ:struclunng_oi the Russian electricity uiility industry (see Note 1),

_ Management believes that’ ulttmalelv o stable regutatory regime and o compcsmvc power market will be put in place
-such thai the Group and its successors will be able'to ruisé needed cupnal 1o sustain the business. However, there can

be no assurtnce in this rcg,nrd

Note 3: Basis of preparation

Siatement of complionce. These consolidmted interim finuncial statements (“Financial Statements™) have been

prepared in accordance with International Financial Reporting Standards (*IFRS") and relsted interpretations adopted
- by the International A»coummg slandards Board( IASB™).
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RAO U!zS (,roup

Notes to the Coosolidated Interim Financial btntemcnls for \1\ mnnlhs cnded 30 .Iunc 1006
tw tmi‘num uf&uman Roub\m ) . 4

s:nluior) cu mmg,_rcqulrcmcms I'hc accompan)mg, Financial Smtcmenls are based on the statutory records and
ad}ustcd and rcclnss;ﬁtd for the purposc of l‘mr prcwnmmn in accordame wilh IFRS.

‘S!a:cmem of ¢ cpcmno .s For the's omhs endnd 30 Junc 2005 the amounl of ¥ mpccme ch.mg. in minority interest
"{RR 5 463" nilihnn) wa rcsmtedi to'50:as,10 account fur such changes as "Changes in Group structure™ in the
.Consohdan:d S vof chnn s, m equuv The carnings per sh.m: calculation (Note 35) was restated to reflect this
.Lhzmgu in lrf.mmtn{‘ i

Six months ended Six months ended

L 4 30 June 2003 (resiated) - 30 June 2005

) Opt‘mtmg ﬂpenscs s ' 344,269 349732

Profit lor:hc pcr:od Sooor ) _ 21839 16,376

_Retamcd eamings - Ch:mg:s in Group strucmrc : ($.463) .
Earnings per 6tdm:m ‘share for profit nmlbumh!c 10
the shareholders, of RAQ UFS ba.s:c ‘and diluted (in

Rusm:m Raublcs) I 0.37 0.24
Earnings per preference shzxrc for profit aunbumb!e to
the charchnldcre of RAQ UES - b:ns:c and diluted (in

Russmn Roubles) . - 0.34 0.4}

The manngcmcm “of the Group. believes that the revised presentation provides more relevant and meaningful
information about the changes in the fi nancmi position of the Group.

f-um‘n’unal and prcsmmnon cum'ncr The national currency of the Russian Federation is the RR. which is RAO
UES's” functional currency and the currency in ‘which these Financial Statements are presented. All {inancial
mfmmanon presenlcd in RR has been rounded to the nearest milfion.

Ic‘caummg nj' effect af h),r:emgﬂutmn Prior to 1 January 2003 the adjusiments and reclassifications made 1o the
statutory récords for the purpose of IF RS presemation included the restatement of balances and transactions for the
ch:mges in the gcncml pun:h’xsm; po ér of the RR in accordonce with [nternatidnal Accounting Standards 29 (TIAS™)
("Fm'mua! Repomng in Hy, pmnfhtsonarv Lconomtcs ). IAS 29 requires that financial statements prepared in the
currency of ahy pcnntlancnan econom> should be stated in terms of the measuring unit current at the balance sheet
‘dute. ‘As the chnmﬂcrisnts of the econemic environment of the Russian Federation indicated thai hyperinflation
ceased, eﬁ'ecuve from | Janudry 2003 the Group no longer applied the provisions of IAS 29. Accordingly, the
amounts e\pressed tn the menisuring unit current as at 31 December 2002 are trenied as the basis for the carrying
ameunts in thesc F:nnncml Statements. .

New accmtming dcs'c’hrpmenn. During lhe pcnod December 2003 to September 2006, the Intemational Accounting
_Slandards -Board ("IASB”) made’ 26 revisions to its standurds and issued 7 new standards. In addition. the
lnwmcuonnl Fm'mttal Rtponmg, tnterpreiations Comunittee ("JFRIC”) issued eleven new interpretations, one- of
which was subsequeml) m!hdra“n

These- ccnmlldattd interim financial Statements have been prepared by upplying the accounting policies consistent
with those of the annual fi nancial statements for the year ended 31 December 2005, except for those policics which
were changed to comply with the ncw or amended standards and interpreation that are in force for the year beginning
on! Jnnuar\ ’006

These new or amended. slandards and tmcrpreiauons that are in force for the year beginning on 1 January 2006 and
their impact on the current petiod or any prior period is described below:
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RAO U‘FS Group.

) ‘Notes to lhc Consuhdqwd lmmm Fmanclal bmcmcms i’ur m momhs ended 30 Jane 2006
. (in millinns of Russisn Roublesy -

ey -

o Knim@r’héﬁt io- IHA‘SA 19" Actuarial gains and losses, group pl.'ms and diselosures®, effective for annual periods
i-bemnnmg on or after, 1 Januan 2006. This amcndmrm did not have a malcna! effect on the Group's' financial
'smumems : : ; : '

. .-\mendmem 10.1AS 39, .-\mcndmcm 0 "The fair value opnnn y cﬂ;cme for annuat periods beginning on or
_“aflcr 1 Januar) 7006 Thls amcndmcm dld nol hme a material cﬁ'f.ct an thc (;mup s imnncml statements; -

a\mcndmcnl o 1AS-21, Amendmmt "\’u mvcslmem in.a l‘orcu,n operation”, effective for annual pcnods
bcgannmg on. of; aﬂur 1 Janu:m’ 2006, This nmendmcm did not have a material effect on the Group's {inancial
butcmems“ ST :

. Ammdmem 10 IAS .,9. Amendment "Cash floiw. hedge accouimting of forecast muagmup transactions”,
effective. for annuai pcnods bc"mnmg, on or after | January 2006. This amendment did not have a material effect on
th‘ Gmup 5 t‘ nancial smtemenls

. .-\mcndmcm 10 IAS 39 and {FRS 4, Amcndmcm "Financial puaranice contracis”, effective for annual periods
bn.gmnmg on or <|ﬂcr 1 sanunr\ ?006 This amendiment did not have o material effect on the G iroup’s. financial

‘ . cL s{a!cmems. 4
S _IFRS 6. "Exploration i‘or and. evaluation of mineral resources”, . effective for annual perieds beginning on or
m’tcr 1 Januar\ 2006. This stnndm-d did not ha\c a material effect on the Group's financial statements;

. [FRIC 4. “"Détermining whether an-arrangement contains a fepse”, effective for annual p:.-nocls beginning on or
aﬁer L January ’006 This’ amcndmcm did not have n material efféct on the Group's financinl statements:

. H‘RIC "ng,hl'. 1o interests arising from decommissioning, restoration and environmental rehabifitation
| - . funds®, cﬂ'ecuvc I‘or unnual pcnods beginning on or after | January 2006. This interpretation did not huve a material
eifect on lhe Gruup § ﬁuancml stalermnents and

T RIC 6. “Liabilities arising from - participating in a speciiic market - waste clectrical and electronic
equipment”, effective for annual periods beginaing on or aiter 1 December 2005, This interpretation did not have a
material e__frca on lhe Gmup § financial. slmcmems

- The foilowmb new smndards ‘amendments to standards und interpretations have been issued but are not effective for
2006 and havc no n x:a:ly adopied: .
oo s Il-RIC 7 "e\pplg ing the Rccmtcmem Approach under 1AS 297, effective for annual periods beginning on or
. : after | March 2006. Managcmcm "does riot expect the intérpretation to be reévant for the Group:

. IFRIC 8 "Scope of IFRS 27, effective for annual pcnods bcemmng on or after 1 May 2006. Management is
currently asscesmb the impact of IFRIC 8 on the Group s operations:

¢ IFRIC 9 "Rcamssmcm of i‘mbedded Derivatives™, ¢lfective for annual perieds beginning on or after 1 fune
..(306 Managemem is currtnttv aSScssmg the impact of IFRIC % on the Group's operations:

. !FRIC 10 "Inlerlm ﬁnuncml rcponmo and impairment”, effective for annual periods beginning on or after |
November 7006 \hma"emcm is currently assessing the impact of IFRIC 10 on the Group's operations:

s F RIC (; "Gmup and I're'!surv share transactions “, efective for annual periods beginning on or after 1 March
2007. \lanagemem is uirrcnllv assescmg the impact of IFRIC 11 on the Group's operations:

. IFRIC | 2,,.-"Gm|.'|p and Trc:isury shnrc transactions echctive_for anpnusl periods beginning on or after | March
2008: Management is currently assessing the impact of IFRIC 12 on the Group’s operations:
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R:\O U! S. C.ruup

u\'utcs tthc Consolnd.ucd Imcnm !-m.mcml Staiemems ror six monlln cndcd 33 June 2006
(m mai!mns at‘ Ru&sm R::stzblts) ) s

“the am & scjd i’ the’ ﬁnancml sm!cmenls .md mml.ues mm can cause a SI"mltLdnl 'adjustmcnl 1o the
cnm mg, nmoum of'niscls xmd Imbllsnes w |th|n the m-u financisl véar include:

L In.-pq:(mm;r pro ston for aceoinis recen'ab:'e

' 'customcr ‘account
lhc esumnms 1hc

. The ft'ap:iirn it 'yasmn t‘ar accounts rwclmblf :s bascd on the Group's. assessment of the colkectibility of specific
I'lhcre is dct_ermrmmn ina m:xjor customer’s creditworthiness or actual defaulls are higher than
could differ-from these estimates (sce Note 12),

Af the C‘ iroup dc:cnmm:s thnt no’ ob;ecn\e evidence exists that :mpmmwnl was incurred Yor an individually assessed
aecounts rcccm:b!e uhcihcr significant or not, it includes the nccount receivabli in a group of accounts teceivable
‘with sumhr credit ﬂsk chsmctcrhucs and collectively assesses them for i inpairment.

For the purpcv:cs of a collective c\’aiuanon of i :mpmrmcm accounts receivable are grouped on the basis of similar
crcdu risk’ char"clenstrc» Those characteristics are relevant to the estimation of fulure cash flows for groups of such
‘assets by bcmg, ‘indicative of the debiors’ ability to pay all ampunmts due according to the coniractual terms of the
_assets being cvuiu.xicd

!ulurc t:':sh ﬂo“s i g,roup of nccounls ‘receivable that are collectively evalumied for impairment are estimated on
‘the basis’ of the’ ‘contractual cash Nows of the assets and the expérience of mansgement in respect of the extent to
which’ umoums will becom overdae as a result of past loss events and the success of recovery of overdue amounts.
l’nsi experience is .idjuslt‘d on l!lt. b:lsts of current observable data to reflect the effects of current conditions that did
not nﬂ'cu past periods and 16 remove the effects of past conditions that do not exist currently.

: hnpa;ﬁrwn{ of ather assets and uccounting for provisions

A edch balance sheet date the Gmup assesses whether there is any indication that the recoverable amount of the
Gmup $ 28868, has decimed below the carrying value. The rewvcrablc amount is the higher of an assets fair value
“less costs to sell’ and its value in’ use When such a' dechine is identified, the carrving mmount is reduced 10 the
ncou.mb!c amoum I‘he amount of the reduction is recorded in the consolidated statement of operations in the peried
in which the rcducnon is 1dcnnﬁ¢d i LGHL’IIIOH‘ chaus_c and management determines that the assets’ value has
increased. the mpa:macm provision will be ful!v or pamalh rc\'crsed

Accounting for |mpa=rmcm mcludes pro\tswns ngamst property, plant and equipment, investments, other non-current
assets und mvcntorv nbsofcscence The pro\ isions for liabilities and charges prlmanlv inctude provisions for pension
tiabilitiés: 'md lcga[ procexdmgs The Group records- impainment or accrues these provisions when its assessments
indicate thut it is probable tha 3 liability has been incurred or an asset will not be recovered and an amount can be
reasanabh estimated. The Group s estimates for provisions for liabitities and charges are based on currently avaijable
facts and the Group s estimates of the ultimate outcome or resolution of the liability in the future,

Actual results may d;ﬂ'u Imm ihc estimates and the Group’s estimates can be revised in the future, either negatively

or posm\ch dr.-pcndmg upon’the outcome or expectations based on the facts surrounding cach exposure. Provisions
for pension obligations are periodically adjusied based on updated ucumnal assumptions (scc Note 21),
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: ,a\'ote'c to the Consolidate
... lin millions of Russs:m Rouh!cs)

R,-\O UES ('mup

erim Finaneial Statements for six months endcd 30 Junc 2006

. ‘I'mr \'u!ue r)f mqmn d asselx am! habu’mer ’ .

II'RS n'qums lhat al' Y

' chf ucqutsmam all ul-.nullnb!c aw.ts |l'\hlitll¢:‘i and cc\mmgmt liabilities of an
mqulrcd enmtity shou!d be orded M their respective fmr valu;s The estimation of fair values rcqums management’s
judgmen;, Ctmnbes in. of the estimates :.ubsaqurm 10 the Imatuauon of nequisition accouming may sesult in
losses ot preﬁls in fulure pmods

Tux c'r):ffif:gefm:ar

'(xroup managcmcm bc]:cw:s u n pmbable khm thur antcrprctnhon of ahc, relevant !cg,htauon and lhe Group s tax
positicns cannot bc cualamed. :m appmpnmc amount is accrued for § in the IFRS financisl information (scc Note 28).

Usvﬁd Iis{c.f of p:jopg'rr_v, p{’c_zirr anid cqui;}mém

The csmnmu‘an of lhe. Msefual hfe of an ﬂem of propeny, piam and eqmpmem is 3 mater of management judgment
based upon cxpuum:c ‘with' similir, asscts In determining thc useful. life of an: assel, management considers the
cxpcctcd usage, csum.ued techmcal obsoicscen(.c physical “enr mid tear and the physical-environment in which the
asset is operated. C‘hnnnu in any of these cenditions or esnmms mav resuh in adjusimems for future depreciation
rates:

Dejerred wax = L

h

Asat 30 June 2006 and 31 Dcccmbcn.’.()ﬂs ‘the Gmup has not:-recognized o deferred ax lability & respect of
wemporary differences associated with-investments in all its subsiditries that may crysallize depending on how the
RAG UES r:siruciurmg is effec:cd in the future (see Note 15).

Note 4: Summary of signiﬁg'nnt accounting policics

Principles of cmnalidarmu The, I‘m.mcml Sunements comprise the financial statements of RAQ UES and the finuncial
statements of those entitics: whose operm:ons are controlted by RAO UES. Controf is presumed 10 exist when RAQ
UES controls, directly’ or- ;ndxrec:lv thiough subsidiarics, more -than 50 percent of voting rights. The Group
consolidates & number of - compames in which the Group owns Iess lhan 50 percent of the voting shares, In these
clrcumsmrmcs control cxtsts on the basis of a significant shnrchotdmg, combined with other factors which allow the
Group to cxercasc controf. namely: RAO UES has the mujority in the Board of Directors, RAO UES is the dominant
“owner. or RAO UE S has major mnm.nce over the company opemhons through jts ownership and operation of the
Unified E nergy Sy stun. '

The mnjam) of the prmc:pn] subsidiary companics described in Note'S were transferred 1o the Group by the state on
and’ afier the mcorpomuon of RAQ UES.as’'a joint s10ck company, or were created as a result of the Group
restructuring of such compnmes l‘hcsc transl‘ers represent a reorganisation: of assets under commeon control and,

accordmgh. were m:coumeci fot in a-manfcr similar 10 the uniting af interests method of accaunting from the date of
prwmls.suon of tﬂC]’l Group entity, or me !hc date of the refated FestruCTUring.

Al inlcr-c(ampan_\‘ balances and transactions have been eliminated. The minority interest has been disclosed as pant of
equitys

lm'mnncm,s i msncmn's and ;amr!r cummlled c.-mn' Invesuiients in associated caterprises und jointdy controlled
entitics are aacounled for. usmg the cqull} method of accounting, bised vpon the percentage of ownership held by the
Group,. Assocmxcd cnumnse e c.nuues over which RAD UES exercises significant influence but which it does not
control.

When the Group 5 sharc of’ losses in'an associate cquats or exceeds its interest in the associate, including any other
unsccured rcccamb[es lhc Gmup does not recognise further losses. unless it has incurred oblightions or made
paymenis on behalf of the assocmtc

.-\ jmm[y comrolled entity is a joint venture that involves the esmbhshmcm of a corporation, partnership or other
entity in \shach -each venturer has an interest. The entity op-:mtcs m the same way as other entities, excepl that a
coniractual amangement beétween the venturers establishes j joint control over the economic activity of the entity,
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RAO UES Group

Nutes 10, the Consolidated lnterim Fmancml \mcmenls for six months endcd 30 June 2006
{in mittions of Rusmn ﬂoublcs)

fhe ("foup dlccomm_ 105 1 thc

o 3 GL ui' the uquuy method from the date on which it-ceases 10 have joint control over, or
Co ‘ i-hwe sq,,mﬁca ‘influence: :n

sacaam and agmmiy mnlrolkd entity.

*Unreailscd -gaing: 'msmg f'rom lr'ms:scuons uuh associates :md jointly conirolled entities are ¢liminated 10 the extent
of the. Group s miercsl in 1hc cnuty

L qny :hc'fmr vn!ucs, at lhc d:lh. oi’ e\chunu of assels given, habaimcs incurred or assumed, and equity instnanems-
. |ssued by the G upii eachangc fcr comrol of the acquiree and:

SR !osses _The aan} lng, .uuoum of 2ocdwlll IS ‘nsséssed l‘or unpmnncm on‘an annual basrs In respect of associates and a
SR jo:mlv wmml[td cmu) ihe cammg AUNOURI uf goodwill is included in the carrving amount of the investment.
'.-\ny excess: of lhc fmr valuc of' the. net sdemni' able assets agquarcd over the cost of acquisition is recognised
4mmcd1 telv in the st.ucmem of npemuens.

mu'n X, Imesnnems mwndcd w0 e held for an indefinite period of tlime ure classified as available-for-sale; these
“are mciuded in otheér non—currrm assc!s untess mhanigement has the express intention of holding the invesiment for
1dss than 12" monihs fmm the bal:ma “sheet' date, they will need 10 be sold to raise operting capitat or they mature
within 12 months..in w hlch citse lhe) are included in other current assets., \mnny.mcm determines the appropriate
cmc&.onsanon. currend or_non-current, at the time of the purchase and- re-evaluates it based on matarity al each
nponm;, date.’

" Available-for-sate jovestments prmcnpali) compmc non-marketable securitics, which are not publicly traded or listed
on i lhe Russmn stock cxclrmhe For these investments, fair value is estimated by reference to a variety of methods

:.mcludmg thos:. bascd oh 1hc|r eamani,s ‘and those using the. d:sceunicd valug of estimated future cash fows. In.
‘assessing. lhe fai si‘.nlqg.’;na Les assumpnons that arc based on market conditions existing at each bakance
sheet da:c, Investments in ¢ quity- Sm.l.lflllf.‘s ‘that nee nat quou.d an a stock exchange and where fair value cannot be
cs!xma:ed onn rcasonablc bas:s by olher means, are stated at cost less impainment losses.

c«-ular way puth':-:cs and'sales of investments are initially measured at fair value and recognised on the sealement
da:c. which i the date that the i :nvcsuncm is defivered 1o or by the Group. Cost of purchase includes transaction costs.
Thic available- for-sale investments are subscqucmlv carried ot fair value. Gains and losses arising from Lhanscs in the
fair vaiuc o!' thcse mvestments an. included in the fair value reserve in sharcholders® equity in the pcnod in which-
they ansc Renhscd gnins and fosécs from lhc disposal of avuilable-for-sale investments are included in the statement
ot'opemuons in the period in uh:ch they arise,

Impairment lossés are rccog,msed in profit or loss when incurred as a result of one or more events ("loss events”™) that
vceuited afler the initial recog,muon of available-for-sale investments. A significant or prolonged dectine in the fair
value of ‘an equity ‘sécurity beio“ Jits' cost is an indicator that it i impaired. The cumulative impairment loss -
-rmasured a5 the dlchrc.ncc bclwcen lhe Acquisition cost and the current fair vulue, less any impairment Joss on that
asset pfcwously recoyn.s.cd in. pmﬁl or loss ~'is removed: from equnv and recognised in profit or loss. Impalr‘mcnl :
has;es on equity instruments are not rcvc:scd through profit or loss. I, in a subsequent period. the fair value of a debt
mslrumem C'l.!SSI’IIr.‘d as "wminblc for-snlc increases and the increase can he ohjt.cmcl\. redated 1o an event occurring
after the impairment loss was recognised in profit or loss, the impairment loss is reversed through current period’s
profit or loss..

T‘h‘:‘(}rox':p dm:s not hold any investments held-to-maturity or for irading purposes.

I-amgn currency, Monctary assets and Hiabilities, which are held by the Group entities and denominated in foreign
currencies at the balance sheet date, are translated into RR at the exchenge rates prevailing at that dute. ltems included
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Rﬂ\O UI:S (‘ruup

_Notes 1o the. Consolidated lnwrlm Fm.mcml bhlcmcn#s for six mumhs emicd 3 June 2006

(m mllimns at Russian Rmzblcs)

i lllc ﬁnanc:u! stas;mnms of cach of the 2 ...roup s cmmcs are. measured usan;, the currency of the primary economic
envir L in: wh:ch the emity, opcmtcv.( the: f'uncnon'ti currency’ Y. Fombn currency transactions are accounted for

-t the ctchnngc rn:es prevailing at theidate of thr. transaction, (‘nms and losses resulting I'mm the settlemnent of such

uansactions and’ fmm the, Iranslanon of mcnclmy assets and Imbuluus dummm.ucd in foreign currencies arc
ncouuscd in the szau:mcnt of operauons

The balnncc *;hm.ls uf E‘omgn %ubs‘:dmnes arc translzned mto RR af mc n.\chany: rate pn.".'mhm5 at the reporting date,
Statements; of optrnuom ‘of i‘orelgn cmmes are, mnslalcd 2 the a\erage c\ch.m;,c rate tor the vear, Exchange
¢ the tmnsiauon of lhe ncl nssm of fom;,n subsadmr:es are n.cogmscd as translation differences

differences: ansmg
and. mciudcd in lhe m station T reserve in cquu_\,- '

As.al 30 Junc ’006 the oﬁ' cml rate of e'«:hnnbc us dctcrmmcd by lh'-’! Cemrn! Banl\ of the Russian Federation,
bemecn lhc RR and the us’ DO”'!l‘ ("USD") was RR "7 08; USD 00 {.:l i)cccmbxr 2005: RR 28.78: USD 1,00,
bcmcm lhc RR and.- i-URO RR 33 98: EURD l)ﬂ 3 i)q.ccrnhcr 2008 “RR 34 19: EUROD 1,003, '

Dh-h!mm {)mdcnds are rtca"nmcd as'a i:ablhw and deducted f'mm equity at the balance sheet date enly if they are

) :declan.d (approved by sh:m:hoidcrs) bel'ore or on the_balance shwl date, D:wdends ure d:sclos:.d when they are
decl:m.d aﬂcr !hc bai:mcc shcci d.m: but before the ﬁnnmml smtcmums nn: au:horucd !or issue,

'Pmpem' plamt and eqmpmcm Propem planl .u:d cqunpmc.m is smted m dcprccmcd cost less impairment. Deemed
;COSL W23, :munll\' determined by a° :hlrd pany “vaibation 2 as-ai 3| Deccmber 1997 and restated for the impuct of

mﬂauon unnl 31 Duccmbcr 3002 .-\dj stments are. m'sdc for additions. gd:sposa!s and depreciation charges. At each
repomn5 dire. manugement asseﬂs_cs W hether therc iszany indication-of impairment of prepeny. plunt and equipment,
If any such mdu:auon exists, m_nm..umcm emmmes {he rccmcruble amount which is determined as the higher of an

_assel’s f‘ur \'alue lcss costs 10 sell and its value in use ‘The. carn-mg 'unoum is reduced to the recoverable amount and
sthee dnﬁ'crencc is rccog,mscd 4s°an expense {nmpmrmem loss) in the sumnrm ofoperations. An impairment loss

rccog,mwd in prior vears is rsverscd if. there has been a changc in the cstimates used to determine an usset's
rr:co\ crable amount,

"Thc amounts determined by the' :h:rd pany. miunnon represent an estimate of depreciated replacement cost, The third
p'm) valaation, was pcri‘onncd in order to. determine a basis for cost, because the historical accounting records for

property. plant and. cqutpmcm were nol readily availnble, in accordance with paragraph 16 of IAS 29. Therefore, this
third party valuation is not a recumng feature since it was intended to determine the. initial cost basis of property,

' pl.ml angd eqmpmem and the Group has not adoptcd a policy of rcvaiummn on. qubscquem measurement, The change

in carrying value amm;_, Irom tha:. \"slummn wns recorded dl'f‘ttﬂ) 1w retained earnings,

Renewalsand i mprowemems are caplmllsed and the assets rcplacr.-d are retired. The cost of rcp.nr and maintenance are
expcnscd s mcurrcd Gains. nnd losses arasmg I‘rom mc retirement of property, plant and equipment are included in
the. stnlcmcnl of aperations s mcurrtd ‘

) Dcprcc:anon on property: plam and cquupmem is calculated on a: stm:ghi -line basis over the estimated useful life of

the asset when it is available for-use. For the' property. plant and- -equipment which were .‘:ubjccl to the third party
valuation as at 31 December l997 1hc dcprecmnon rate apphcd is based'on the cstimated remaining useful lives as m

the valuation date: The useful ines in ycars, of assets by type of facility are as follows:

. _ . Acquired prior to Acquired subsequent 1o
Tvpe of facility 31 December 1997 31 December 1997
Electricity and heat gencration. I-50 G- 30
Electricity tFansmission . 19 bA]

E lcctncm -distribution’ ; Y-a0 ‘ 2%
Ilcnung nctm:rk 1a.43 B

Other - 8- 16

Assets that have an indefinite useful Infc for example land, are not sub;ect to amortisation and are tesied annually for

impairment.” Assets that are. subjem 10 amonmuon are reviewed for nnpmrmml whenever events or changes in

circumstances indicate .that lhe carr):ns, wmount may not be recovernble. An impairment toss is ncagmscd for the
amount by “hlch the asset’ s camy ing amount exceeds its recoverable amount. The recoverable amount is the higher
of"an asset’s fair value less costs 10 seil and vatue in use. For the purposes of assessing impairment, assets are grouped
at the lowest fevel§ for'w hich xhcrc arc ccpdr::tclv identifiable cash flows (cash-generating units), Non-financial assets

‘other than goodwiil that -;uﬁ'crcd an impairmeént are reviewed for possible reversal of the impairment st cach reporiing

date.
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RAO UES Group.

Notes 10 the Cansolidntcd inlcrlm hn.mcml bmtcments fur siy months ended 30 June 2006
{m millivas of Kus's;..n Roublr:.s)

(mk tmd (‘mh equivalents.: C ; h ccmpnscs cash in hand and cash deposucd on demand at banks, Cush equivalents
comprise ~hort-tcrm hli,h hqutd investments that are readily convertible.into cash .mci h:m: an anynal maturity of

three momhs or !css and are :ubjui 10 :nsmnnﬁcnm ch:ma,cs in value.”

] n:-ccnwh! amf pnpm'mﬂm. Accmmls rnccwabic are rccorded inclusive of value nddtd taxes which: are
pn}-nb!c © 1y uuthon s upon collection of such receivabies. Trode and other rectivables are adjusied for an
'allowance madc for'i impairment; of these reccwables Such an ollowance for doubiful debtors is established if there is
ob;-. i cwdencc that the, Group will'not be ablc to ccl!eu all amounts duc accordm" to the onyml terms of the

- receivat Ls"'1j1e nmoum ‘of the allo“ancc is 1he dlﬁlrcncc bet\\cen the camlng, amoum and the récoverable amount,
v bcmg, lhe pm,em -nluc o! v.'(pct.lcd ‘cash’ Ilo\ss d:scoumcd at the cr:ynai cﬂlcu\.c rate of interest,

l’d!uc adde:! faxon pmrlmscs and sales. Value added tax { VAT") relmcd to sales is payable 1o 1ax authorities upon

' Loltccuon of rccewabks t'rom LUSlOﬂ‘ICIS Inpm VAT is recluimable :xumst sales VAT upon payment for pun:hascs.

E'I}n: tax authornms pcrmu lhe sculcmcm of VAT on a net basis. VAT related 10 sales and purchases which has not

hncc sheet ‘date. (dcfcrrcd VAT)is n:cogmscd in the bufance sheet on a gross basis and disclosed

o -scpamtelv a§ -an asset- .'md hﬂb!hl} ‘Whete provision has been made for i |mpmrmcm of receivables, the |mpa:rmcm
" loss is rccorded for'the'§ gross amount of the debtor's hsl..mce including VAT, The reluted deferred VAT liability is
matmamed unnt me debtor is written, off l I‘cr tax purposeq

hnwuoriﬁ. Inv cnmnes .Jrc rccordtd at lhc lower of cost and net realisable value: Cost of inventory is determined on
the “m&,htcd nvemge bu5|s \k! rcnhsab!e value is the estimated sellm_g. price in the ordinary course of business, less

‘sciimb e\pcnses

Dcferrcd pmf' it rau:s‘ I)cfcrred proiit mx is provided using the balance sheet liobility method for tax toss carry

forwirds and (cmpomry ‘differcnces arising betwedn the tax- bases of assets and liabilitiés and their carrying amounts
for lmancml reporting purpesw In nccordunce with the iniiial rcco-'mnon exemption. deferred taxes are not recorded
for temporary. d:ﬂ'ercnccs ‘on initial recognition:of an assel or Imbnhl) in u transaction other than a business
combination if ihe wansaction, when initially recorded, affects neither accounting nor m\ablc profit. Deferred tax
halances are mmsured at.@x rates enacted or substantively ennctéd al thee balance sheet date which-are expected 1o
apply to the permd when the temporary differences will reverse or the tax loss carry forwards will be utilised,
Defcmd ax assets and liabilities are netted anty within the individual companics of the ‘Group. Deferred tax nsseis
for deductiblé tempomw dul’fervnccs and tax loss carry forwards nré recorded only to the extent that it is probable that
f‘ulurc tmablc prom w :tl be a\mlubtc against which the deductions can be urilised.

Deferied profit ;at is not prov ‘ided for the undistributed carnings of subsidiarics, as the Group requires profits to be
remvcsted and only msngml:cum dividends are declared. Deferred: profit tax is provided for the undistributed
'ammg of nssmm;cd merpnses

" ircoumr puyable and’ accrued churgcs. Accounts pavable are stated inclusive of value added tax. If accounts

pavnblu are rcsxructured and li\e discounted present valuc of the cash flows under the restructured terms discounted
using the original cﬂ'ccuve intérest rate differs by, more than ten percemt from the discounted present value of the
remaining cash ﬂm\s 0!’ the original i‘nanca.ul liability, the ariginal liability is derecognised and the restructured
linbility is reco;,msed at its fair value. The fair value of the restructured payuble is measured as the discounted present
value of the cash flows under the rcstructurcd terms using masket interest rates prcvml:n;, ot the time ofreslrucmrmb
The gainon den:c:' nition of the ong,mnl liability is credited to the sintemerit of operations as a gain on restructuring.
Non-current portion‘of the restructired paysble, if any, is reclassified 10 other non-current liabilities. The difference,
if any, between. the fair miue of the ‘restructured payable on its initial recognition and mc mAurily mnouni is
mwmsed over the pcnod until m::turm‘ as an interesi expense,

Debt. Debt is rec%nmd mmaliv ot its fair value, Fair vatue is determined using the prevailing market mie of interest
for a similar instrument; if significantly difTerent from the transaction price. In subsequent periods, debt is stated at
amortised cost using. the-effective interest rate method: any difference between the fair value of the proceeds {net of
transaction costs) and the redemplion amount is recognised in the statement of eperations s an interest expense over
the period of the debt obligaiion. All borrowing costs, including those on borrowings used to finance construction of
propeny, plant and cquipmen_i,ar%: recognised #s an expense in the period in which they are incurred.

!I!.-mrm' interest, Mmoruv mtcrcst represents the minority sharcholders™ proportionate share of the equity and results
of eperations of the Group's suhsulmncs This has been calcutited based upon the minority’s ownership percentage
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: amtcmcm al‘ opernuons

of lhcse subazﬁnnes Spccl
calcu!auon of mll'IOI'ti)‘ '_ ¢

i schcme are npmscd “hcn mcurrcd :md mciudcd m cmplo) ce benem c\pcnscs and payroll taxes in the’ st'ucmems of
‘ operauons e ;

Wore: facwrs such as

g
of the ‘defined benelit pcns:cm pians is the p:csenl vatuc of lhc dermcd b{.nei‘n oblugaunn a'the hnf.xm.c sheet dmc less”

y™

xhe fmr vjﬂu of pl:u) Ksscus" ﬂgclhtr with; adjuslmfms l‘or unrecognised ncwarial gaiits or losses. The delined benetit
calcu ated | us:n!, mc projecied unit credu mclhod !‘hc present value of the detined benefit ohhgauom
are’ delennmed by. discoummg the’ sstimated fuiure” Cash ou:ﬂouq using interest rates of govermnment bonds that are

‘ denommutcd in the! currency in. which thc brcncms will be ind aswcmcd with the operition of the plans, and that

have tenins to m.uuruy 3ppm\|malmb lhe terms of mc related pms:on liabilities.

:\ctmnal bams and lcsscs armnw ﬂom experience ad)uslmcms and changes in actuariol assumptions in excess of the
areater cf 10% of‘ the vnlue of pi:m assets dr 10% of lhc défined beaciit obligations are charged or credited 1o the
‘ef the’ emplovees c\pccled avcmgc remaining working lives.

U Mm-rurrem assety clamf‘ ed us Imld fm- sale. .\'on-currcm assels and d:sposal groups {which may include both non-
current “hnd: curren asseis) are cInss:ﬁcd in Ihe balance sheet as *Non-current assets held for sale’ i their carrying
“amount will be recovcrcd pnnmpaliy :hrough a r.'aic transaction within twelve months aflter the balance sheet date.

r\:.scts are’ rcclasmf‘ od “hm al! oi‘ lhc fotio\\ '“la cnndmons are iner ut the balance sheet date: (u} the asscisare
available: fcr lmmcdmse salc in lhclr prescm cundnmn (b) the Group’s management approved and initinted an active

: proi,rnmmc 10 locate a bu) er: (c} the' adsets are actively marketed for a sale at a reasonable price: (d) the sale is

: eapecicd to ovcur within onc year and d} itis unhkcly that significant chinges 1o the plan to sell will be made or that

"ouwmndmg,

the p!nn will bc wuhdm\m
Opemrinﬂjemr\. Pu\muus m.:dc undcr opcnung, leases (net of any incentives reveived from the lessor) are charged
10 the i m\. :m: Slawmcm ona \{m)g:,hl'llnc basis over the period of the lease,

Fil mmrcc Imsc:s. \\’hcrc thc G irgup is 3 ic:sce in a lease \\huh iransferred substantindly all the risks and rewards

‘mcsdenml :o msm.rship m the Group the assets leased are capitafised: in property, phnl and equipment at the
1 of the leasc ut the loer of the tmr vialue of the-leased agset and the present value of the minimum
spondm&, renal nbhsnuuns nét of fisiure finance charges. are included in debts. Each lease
pavmcm |s ailocnted betwcm the Imbmty and nn'mce charges 5o os 10 uchieve a constant rate on the finance balance
e mrrtst <o 1szchargcd ) Ihe statenent of operniions over, the Iease period using the effective

The, assus acquired under finance. leases are depretiated over their useful fife or the shorter lease

mlcrcst met

" tefm ifthe Group is not rewsonabh certin that it mli obtain ownership by the end of the lease term,

.Share-bmed pawm-m :mmm-riam. Thc ‘share option programme qliow: Group employees 1o scquire shares of the

- RAO UFS .The Tfair- valu¢ of the: options’is measured ut grant daic and spread over ihe period during which the

empto;ecs bewme unconditionally’ entitled to the’ eptions. The fair value of the options is measured based on the
Black-Scholes Formula, mkmb into account the terms and conditions upon which the instrunents were granted,
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- ‘An embeddcﬂ demam

'R.‘\O UFS Group

.\\ntc:. to the Consolldnlcd tnterim. Fmancmi Statements for six months ended 30 June 2406
(nn millions of Russm Rouh!es)

' (‘Fn:hcddtd derim.five \’nhm lhc ordmary coursce, of husmess the Group routinely enters into sale and purchase

n "he majom} of these transactions take the form of contracts that were entered into and
‘connnuc t0 bc hc!d fur xhe purposc ‘of receipt or delivery of the. commadm- in accordance with the Group's expected

"o sales purch‘xsc of.. usa;,c rl.qmrcmcnls Such contracts are not within the scope of 1AS -39, All other net-senled
L ,;,commodu) contracls-are muasurcd al fair value wnh yms “and losses lnken 1o :hc mmmc stitement,

is one oF. more :mphcu or cxphcu terms in o mmmcz aﬂccl the cash [lows of the contract in
a manner snmllar oa ‘stand: alonc dm\"mvc instrument. Any embedded: ‘derivative that ineets thu sepamnon criterion
is Repam;ed fmm s host’ contracts and mcasured as if it were 2 stand alonc dcmmwe nf its economic characteristics

nre not Lloselv nf:imd lG :hosc of lhc ?wst conlract.
N =< :

.

f'mfnumwnml lmmmm. Lmbz!mcs for eny :mnm:.nn! remuduancu arc rucordcd \\Iwrc there is u present obligation,

" . the payment is probablc and rchablc estimates exist.

‘ Rcvmuc remgmrhm Revenuc i5 reco&n:scd on mc ddwcry of electricity and heat und on the dispaich of non-uility

o LOOdS and services dunn" the pmod Re\cnuc amoums are prcsemcd L\c!uswe of mluc uddcd 1ax.

'-‘fumr’ngs per wlwrc Prcl’ercnce shareq ure. tonmdv.rcd o be pan:crpaamg sharcs as their dividend may not be Jess

than that given wuh respect to. ordsnar\' shares, Ihc camm;,s per share is dctermmcd by dividing the profit ‘attributable
to-"ordinary and’ prcfcrcnce shnrehoidcn by the ucn.,hlc.d aw.my. numbnr of ordinary and preference sharcs
outstandmh durmg, lht"rr.‘pomng period, e\ciudmg lhc ncrugc number of trensury shares held by the Group.
Prefcrence shares pnmupnw in losses. :

Tremun' shares, I'rcasur)' shares are prescnu.d as-a deduction’from | cqun) at weighted average cost. Any gains or
losses arising on the dssposal of lrcnSuw shares are m:orded dircctly in equity : aunbumblc to the sharchoidcrs of RAO
UES,

Scasonality. Demand for cléctricity and heat is influenced by both the seasonof the vear and the relative severity of
the weather, Revenués:from ht:mnb are concentrated within the months of October to March. A similar, though Igs;
severe, concentration of elmncuv sales occurs within the: same per:od The seasonality of elecinicity and heat
production has a c:orrespondmg, impact on the usage of fuct and the purzhas; of power.

. Furthermore, durmg the pcnods of lower production from April 10 Sc;atcmbcr there i ts an increase in the expenditures

- _on repairs and mmmenanw 'l'h:s seasomi:w does not impact the revenue or tost recognition policies of the Group,

S‘cgmm: rcpnmng A s%mcm is a disunguwhabk cmnponcal of :he Grou;: that is engaged vither in pmwdmb
‘products_or services. (busmcss ser_mcm) or in provldm;, products. or’ services within a panticular economic
'om ironment (gcoz,rnph:c | scgmem) wh:ch is Subjca to risks ‘and rewnrds that are ditferent from those of other

. segments. Scsmcms with & majority of revénue mmcd from sales 10 external customers and whose revenue, result or

"assels are ten percent or “more.of all the segments are reperted separately,
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R:\O UE.S (. roup

_Notes'to the Cnnsulidmcd Interim Financial Statements for siy months ended 30 June 2006

(in millions of Ri<ian Ruuhk\)

Note 5 i-friticiﬁial'éulisidi:irfrs

All subsu]mn"E uuh c\ccption “of Foren_.,n comp'mtes are mcomomud and operate in the Russian Federation. As

“déscribed- in \!mc 6. in the frame of restructuring the Croup is. oreanized into six main business segmemis. The

principal subs:dmncs are presenud below according to their allocation 1o the business segmenis as at 30 June 2006,

Lm’rgu uunpmaifs )

 Prior to "006 Rr\O UFS had o“neﬁmp m:crms in more than 70 regional veriically integrated power companics
{ i‘ncq.,a ¥ msponmblc for the. hcncmuon dlsmhunon and sales of heht and eléctricity. These ownership interests

ranged from 47 pcncm o IOO percent. Duriny the sector rcsu-uclurmg, the Energo companies are being mainky split

-into L.,cnemuon. dlstnbuuon lmnsm:sswn and reimlm;, companics,

As atl ;‘\ow.mhc"u 006 he! Bo.m:l of D:rcciors of RAO UES approved plans for reorganization of 64 Energo
compamcs and the’ rwrganummn of 59 I nergo wmpames was fully compleied.

. A5 a1 30 June "006 ;hx slgmﬁc.m! f'nerg.,o companics were:

Name - Owasrship Voling  Name Ownership Voting
N - ‘ Yo Vo Ya Yo
Dalenergo - 49.0 65.3 Khabarovskenergo 4%.3 50.2
Kolvmacnergo 786 78.6  Yakuiskenergo 479 56.3
Kubanenergo T390 490 Alayenergo 54.7 722

Kamicnergo . 501 50.4  Kuzbassenerzo 19.0 19.0

Generating companies -

The wholesale generating companies { WGCs) have been established as subsidiaries of RAQ UES with payment for
their nuthorized capitals in shares of subsidiaries of RAQ UES and RAO UES-owned property of power plants.
Fimally, WGCs will comprise power plants (generating companies) separated from the Energo companies in the
process of their restructuring:

It is planned -lh_a: the power plants will merge with and into the corresponding WGCs, which became their parem
companies; As at 30 June 2006 the mergers of power plants with WGC-3 and WGC-$ have already been completed,

The tcmtonnl generating cemp.:mcs {TGCs) have been established as wholly owned subsidiaries of RAQ UES for
purposcs of regional ‘generdtion companjes (RGCs) and TGCs reorganization by the merge with RGCs.  The
alternative mode! allows establishment of TGCs by several Energo companics.

As at 30 June 2006 lhe'mcrger of RGCs with TGC-5. TGC-8 and TGC-9 have alrcady been completed,

A detailed dcscnpuon of the major changes that were planncd to take place to the wholesate generating compamcs
[WGCs) and - the  werritorial generating companies (TGCs) during the restructuring process was set out in the
Appendixes to the Concept of RAQ UES Strategy "Generating companies of the Wholesale Electricity Marker” and
"Teeritorial generating companics being created on the basis of assets of Holding Company RAO UES” approved by
the Board of Directors of RAQ UES: in February 2006,
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I\ulm 1o the Consolldaltd Imcrlm Fm'mcml Statements for siy mumhs ended 30 June 2006

¢n ml[lh‘.ms of Rusvian Roubl-aa

CAsat 30 Junf: ’006 1l1c Ri-’mhcnnl ;scm:mtm" compamcs were:

Transmission companies

Name S i 0“ nl.‘ﬁhlp'= Vating Nnme Owuership Voting
\wscnerg,m e 50.9 309 ° Kaliningradskaya TETS 90.2 90.2
Wholesale 1,cncraunﬂ ‘ L ~ Peerburgskaya generating

company-1 : 100.0 100.0  company 36.0 67.1
Wholesale geaeraunb s . Temiterial generating

company:2" - .- _ 84.7 $4.7  compiny-| : 59.6 100.0
Whotesate Gcncmun" - _ Volzhskayn tervitorial

compan)-: s 9T 59.7  generating compuny 45.0 100.0
- Wholesale gemmtmg L .o "

company-d 1000 - {00.0 Boguchanskava GES 6.2 64.2
Wholesale generating o . - Rrasnoyarskava

company-3- . ' -81.7 37.7 generaciva 524 66.9
Wholesale gencm:mg ' C Territorial generating

company-6 © 969 96.9 company-5§ 648 64.3
Federal hydro gcncraung . Territorial generating

company 100.0 1000  company-6 619 61.9
Tvumenskaya regional _ Territorial genernting: .
generating company 100.0 1000 company-$ 50.0 50.0

) ‘ : Temitorial generating
North-West Siation- 832 34,5 company-9 50.0 50.0

OAQ Federal Grid Company of Unificd Encrgy System ("FGC) was established in June 2002 as a wholly-owned
subsidiary of RAO UES 1o munage the trahsmission of eleciricity through the use of transmission assets received or
earmarked for receipt from RAO UES and i subsidiarics.

OAQ System Operutor-Central Dispatch Unit of Unified Energy Systerh ("SO-CDU") was established in September
2002 w perform electricity disparch’ fuictions, within the Unified: Electricity System of the Russian Federation
through the use of assets received or cannarkcd for receipt from RAQ UES and its subsidiaries.

As a1 30 June 2006 the significant lr:msrmssmn arid companies were:

Name Owaership Voting  Name Ownership Voting
%. Yo %a Ve
' System operator CDOU
Federal grid company 100.0 100.0  UES 100.0 100.0
) Tumenskava
Mugisiralnaya grid . magistralnoya  grid
company 50.9 '50.9  company 160.0 100.0
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Notes to Ihe Cunsnlldutcd Interim anncml Statements lor si months ended 30 Junc 2006

{in millions f Russian Rmmlrs;

Distriburion ‘é(’impml!ﬁs‘ :

As at 30 mne ’006 4. lmcrrcglonal I)lslnbuuon Grid Companies ("IDGCs") had been established. 1t is planned that
1he shares of the dusmbuuun companies separated from the Energo companics as a result of the restructuring process

will be e\changcd for. shares of iIDGCs.

As al 30 .lun;-200§’ the k:gmt‘ icant distribution companies were:

Name o O“nership Votinzg Name Ownership Voting
e " Y. % Yo Yo
‘-’olo“dncncrgo , ST T 490 49.0  Keienergo 493 63.5
Moskovskaya ity pou er o 7
grid company, . - - 50.9 50.9  Lenenergo 56.0 56.0
Moskovskayva oblastnaya’ .
power grid company 509 30.9 Krmasnovarskenergo 22 522
Permenergo. , 19.0 644 Rostovenergo 184 62.8
Sverdlovenergo 49.0 65.3  Stavropolenergo 554 no
' L Volzhskaya interregional
. Tvumenenergo 100.0. 100.0  distribution company 5.8 100.0
Retailing companies
As 3t 30 June 2006 the significant retailing companies were:
Name o Ownership Voting  Name Ownership Voiing
) % Yu Yo %o
Permskaya energy retail
Krasnovarsenergosbyt 52.2 66.8  company 49.0 644
Mosencrgoshyt . 50.9 50.9  Sverdlovenerposbyt 48.0 65.3
Nizhegorodskaya retail
company ' 49.0 62.3  Chelyabenergosbyt 49,0 58.1
Peterburgskayn rewil Tyumenskayn energy retadl
company 56.0 67.1 company 100.0 100.0
Chuvashskava energy retail Energy retail company
company 100.0 100.0 Rostovenergo 8.4 62.8
. Samaraenergo . . - 48.6 358  Ulvanovskenereo 49.0 65.3
Unattocated
Foreign companies
Name Ownership Voting  Ceuntry
% Yo
RAQ Nordic Oy 60.0 {00.0 Finland
Interenergo B. V- 40.2 67.0 Netherlands
MEK 54.0 100.0  Armenia
Sitk Road Holdings BV, $0.0 1000 Netherlands
Gardabani Holdings B.V. . 60.0 100.0  Netherlands
ES Georgia Holdings B.V, 60.0 100.0  Netherlands
Telasi 45.0 750 Georgin
Mtkvari ) 60.0 1000 Georgia
Moldavskaya GRES 30.6 S1.0  Republic of Moldova
Saint Guidon Invest NV 40.2 100.0  Belgium
Eiectricheskie Seti Armenii 60.0 H00.0 Republic of Anmenia
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- ancs m the Consohdalcd !nlcnm !*‘m'mcml Statements for six months ended 30 June 2006
{in millions of Russian Hnuhk—s) ’

Others

Nam’é . Q - R : Ownership Vating
o _— _ . %% Yo

0:\0 COR ULS ' R T 1430.0 100.0

anru} Ccnire T 75.0 750

Engineering Cemre UES ' _ 100.0 100.0

Inter RAQ UES T e e ' 60.0 60.0

The. Group also commh {hc Lcmrc for Ass:slan«.e in Rcsiruclur:ng the Lleciricity Sector. a non-comimercial
p.mnemh:p : - :

Differences bel\\.ccn ow m:rshlp m:creSl and voling interest normafly rcprescm the effect of preference shares,
Typically RAQ UES does not hold any prcierena shares of its subsidiaries. Unless dividends have not been deelared
l'ully at the Annual sh’mholdcrs tm:ulm., such preference shares do not have any voling rights.

!L'qunmmn am! sale

In March: ’{)Oi RAO \’ordlc Oy. she Gmup enmy acquired 51.0 percent of the shares of ZAO Moldavskaya GRES
(Repub!:c of Moldovm Prldncslro\'<k| re;,ton) The wo1al consideration paid in cash-was RR 400 million (USD 50
" ‘million). liouc\ ¢r, control over the entity was not nbumcd as ut that daie as the company’s Charter documentation
fequired a 75% voté. f'or any rcsoluuon to br: passed.

In August ’005 R;\O \'ordlc Ov acqulred 100.0 percent of the shares of Saint Guidon Invest N.V. {Belgium). the
holder of 49 perccnl of: thc sharcs oi ZAQ Moldavskaya GRLA and the provider of aloan to ZAO Mo!du\skayu
GRES i in. the amoum oi' RR 6.»9 mllhon (UQI) 22 millien), in¢ ludang, interest, us at the date ol acquisition, The total
uonsudtmuon pmd in cash was® RR 980 million {USD 35 miltion). This acquisition allowed the Group to make an
ann:ndmcm 10 the, Chancr documv.ntauon ‘of ZAQ Moldavskaya GRES such that only more thun S0 percent of the
votes were nqu;red o pass a resolution, and control over ZAO Moldavskaya GRES was, consequently, obtained,

In \’owmbv.r 2005 RAO \'crdac Oy and bd;m Guidon Invest NV, sold 37.0 percem and 12.0 percent of the sharcs of
ZAD \1otdmskam GRES for RR 993 mullmn (USD 35 mnillion) and RR 89 million (USD 3 million) respectively; The
Group's interest in ZAQ \10!&3\5&3\"1 GRES was, consequently, reduced to 51 percent.

In June 2003, imcrcncrgo B.V. a 40, 0 percent owned Group subsidiary. obtained control over 100.0 percent of the
shares of ZAD, ﬁicclnchcsklc Seti Armenii (Republic of Armenia). The total consideration paid in cash was RR 2.089
million (USD 73 milhon)

Minority interest was not recognised in relation 1o ZAO Eleciricheskie Seti Armenii due to the negative net asset
position of In:ercnergoﬁB.V. consalidn!cd with the entity acquired.

On 1 July-2005 the Board of: Dm.ciors of RAQ UES approved the divestiture by Centre of seitlement optimization
UES of its stake in Media- Iloldtm. REN_TV. The decision 10 divest was driven by the sector restructuring and the
resolutions of: thc Board of Directors of R:\O UES of 6 March 2002 and 28 February 2003 that it was necessary for
the Group 10 dlSpDSL of their non-core assets. in July 2005, the Group sold its 70.0 percem sh.lrt:hu!dmg, in Media-
Holding RENTV, an entity w hlch hu!ds television broadcnsun{. equipment and licenses. The gain on the sale of REN
TV amounted 1o RR 2,250 million and was included in the other operating income for the year ended 3t December
2003: The 10tal comndgmuon reccucd in cash was RR 2.872 million (USD 100 million).

Obtained control over h::r:,rauer:ergp

During 2004 manngcmem re-assessed the fevel of control that the Group had over Kurganenergo and determined that
control no lun;,cr exists? and that the Group exercises significant influence over Kurganenergo, As al 31 December
2005 the investment in Kurgonenergo was accounted for as an investment in an associate. However in February 2006
due to changes § in entity’s manabcmcm management of the Group has obtained control over Kurganenergo,

The newly comro_ilcd subs:dmr:. contributed revenue of RR 2,638 million and a net profit of RR 23 million 1o the
Group for the period fram the date of obtained contrel to 30 June 2006,
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Notes lo mc (_onsulcdalcd Intcrlm szmcml Sl.ﬂcmruls l'ur m momhs ended 30 June 2006
(in mn!lmas nl Rum;m Rﬁuh!n) . -

The carrying vilue of assets and lisbilities arising from the obtaining control over Kurganencergo are as follows:

Carrving value

Propcn) plant and Lqumem : 2,184
Accounts reccm:blx, and prcpavmcnls : 1.033
“Anventories. Ty - ' 174
Cash and ¢ash’ cqm\ Ir.ms _ 212
Cumemi'debt * -7 % : 37
Accounts pavabls. and .thrucd chnrges 1461
Cum ms. \atuc of’ riei asscls h ' ‘ 2,165

Note 6: 5¢gmenl mformnlmn

.-\s dascnbs.d in \‘ozes ) and 5 use Gruup underwent significant restructaring, which affected the identification of its
primary rcpomn" scgmcms

'r\ sng,mf'cant pomon ol the’ reslruciurln_l, occurred on 1 Apni 2005. As there i is no management report available on the

new basis for: the period before the. restructuring, the income und expenses for thit period were allocated on actual
basis with mc eXeeption of the wages, repau antd maimenance, 1xes other than income 1ax and other expenses. These

- c\pcnses were c\mapolan.d bascd{on the actual” expenses for the period from restructuring to the end of the currént

pmod in the view that the upcran s rcm’nj

:mu!ar in size and nature throughout the current period.

Pmnun' repumng frz:mmrv T he Group is argamscd into six main business segments:

s "Generation segment! éon51sls ofcompamcs responsible for electricity and heat ;,cncratmn Heat is sold within
the regions, in, which’ the companies operate at riifs sét by RSTs. Electricity i§ sold within the fegions “and
through FOREM based on tariffs set by RSTs and FST. The majority of ¢lectricity sales are within the Group;

e "Transmission segmwu  this segment principally comprises RAQ UES, FGC and SO-CDU. which maintain and
operate the hlg,h vollage electricity tcansmission grid and perform electricity dispatch functions. Transmission
Tees are set by the FST;

¢ “Distribution segment” consists of companies, which are rccpons:bic for the delivery of electricity through the
low voltuge d:sir:hulmn gnds at tariifs set by RSTs. The majority of the distribution fees is charged by the
dtsmbu'nsn styum.m ) lhe retail segment;

. "er.rlmg vegmmr cansisis of companies. which are responsible for sale of electricity to the customers at
tariffs set by RS l's The cost of sales of the rcuulmg, segment includes power purchased from the gencration
segiment, the 1r::nsm1f-smn fess chargcd b_\, the transmission segment (where applicable) and the distribution fees
charged by the. dssmbuuon scymnl

s "Energos ;;gmem consists of companies. which have ot begun or are in the process of restructuring and
resp‘obsiblc for the generation. distribution and sale of heat and clectricity. In future periods, in the process of
restructuring, :hc size of ‘this segment will be reduced in favour of other segments. Energos which have
conpléted their reslmcmnn;, process zmd performed only one type of activity during six months caded 30 June
2006. have Been'included in lhe respective segments:

o “Unillocated” consists of numerous insignificant segments including construction, repair, expon sales and
foreign companies of the Group.
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a\ou-s ln lhc Cnnsolldatcd Inlenm anncinl btalcmcms for siv months ended 1(3 lunc 2006
tin mﬂhom ol’Rm;mn Ruublm ’ R .

TS _mnmh‘;& 30 'Jiiné_l()()ﬁ

. H g t £
s 2 2 =3 % =- =
= - - = = ] g W -—
B = = = 3 L = E =
= = ~ - - =) = = -
Y ' b = = L = = =
x4 & z # & g {5 -
XX E - = 23
- . et N el
Thind pantics... J02YT0 017 L 12626 221Z. TG 18,108 - 453302

.'.imcr—s'tgmcm 115468 30761 102925 30.267 . 16T 3493 (299.561)

" “Tatal rc\rnu:s '

AI84I8 . 44,778 - 118881 274479 - FA006 26,601 (299.861) - 453,02

‘u‘gmenl upcrnuug

profititioss 7377 188100 -20236 . 806 6955 2174 . 53398
Imann costs - - - - . . - {6.542)
Share of 103 pcmtrs _ :
and joinity cdmivlled entity 247 - - - . 50 - 167,
l’ru_l'_t_! before ;ig-oﬁ: u_xy . - - - - . - - 47,153
‘Towl profil tax charge: - - - - - - - 119.999)
" Profit forthe period” - 7 . o . - - . - 27158
Capitat expendituris C18006. . w227 M338 369 4300 1.350 - 16,673
Depreeiation of propein¥, - ..
plant and cquipment 12380 6,343 7.860 176 2946 980 - 30.638
I)auhsf'ui dcbmrs c\;wnw’ N ‘
. (n:\er‘:nﬂ 3517 2 {23} LYA] 1.654 1135} - 5,588

L ]
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;'\utes 16 the. Ctmsohd.ﬂed Inlenm Fmaﬂcml S!'lll.‘ﬂl('ll(‘-’ for six monlhs ended 30 June 2006
“}in milliows of Russmu Rcub!cs)

Sin mon!hs cndcd 30 lunc "UOG .

-3 g 'V z ’ T g &
§ 2 g ’ g' B £ g '; E —
£ g-; - = 3 E 3 =
< i & . = 3 F
“Ihird mmc:. L aness. 2306 - 132622 168007 14517 NI
Inter-scemenl L 3T AT D 15366 0 17490, 19,724 S 1176.025) .
Iﬂlni reunues L N R S '3|.7?6.'_ - I8 180,0027 187438 21,692 (176,015 ExANLL
Seﬁmenl operalin[, T s A T o -
prnl'u‘(loa.\) T 1828). o 17463 268 {645) - 8.709 - 2034 417 46 841
_ hmmccco\\s S o ‘ 18.134)
. Share n{’losa of :bmm.m':a»-? o e
: nndpund\ i‘.‘ummlicd SR )
Caliy R - - 5% - - (58)
ST I'm:::hcfom pmm tax - - - L . 38652
. DLt Towl profitiax chargel o 0l . - - - - . - {16813)
ST Profit for'the period - = =~ - .7 21839
Capital expeniditures oI R3S 382 356 15060 2.280 - 41237
Depreciation of propenty, T o ‘
plant and cquipment Couas: o 5036 2,771 176 i3.549 682 - 33539
Duubidt dchm:\ c\pm\ci : o : ) B
| {reversaty - 0L 1,897 251 {ELT; 1140 1,337 1568) - 6.016
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" .Notes to the Consolidated Jnterim Finnncial Statements for siv months ended 30 June 2006
tin miliions of Ravizg Roubis)

As at 30 Juire lﬂﬁﬁ

E 2 2 z 2 B
Z 2 3 = & $E 3
g g 3 E £ 2 3
= e - ] = q o -
5 £ 2 = = £ 2
[ o] - = -
Sepment aswls : 523,052 206503 - 1TLO26 43.628. 132,813 360,172 1.567.598
Interscgntent - . : , '
bhalanees 2L 7 7 {10909 {8.905) {14.951) (3,236) (LEI2)  (304.308) 343,922y
‘Total Segment nssels S48 . 207998 156,074 40,392 151.203 55,864 1.223.676
Investmenis in-: - : '
associstes: o TR - - . . Lan 1,603
e Current dod deferred, '
oy asgetsT - - . - - - . 18320
Totalmsvets.. "L - - - - - - 1,246,599
. USégment liabilies 15388 - © 9684 12,393 38475 S804 10 176338
. Intet-segment .
> balances’ co o LAFOS33F - LLOR6) (7.37%3 (13,291 i13.788) $4.219) 113.295)
Total segment '
linbilities  +- 44.855 5568 350818 15,184 34336 15.082 163,040
Current and deferred '
tux labilities . 7 - - - - . 62.69%
Nuom-current and’
curmentgebt - S . L T . - - - - - 143,123
Total liahilities © - - - - - - 366,861
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Notes o, the Cuumildmcd Imcrim I'm.mcnl Statements for six momhs ended 30 June 206
{in milions af Ru\sun Ruuhlcs}

As i:l 31 December 2005

5 : ¥ g 24

& 2 3 = g ¢ 3

o 2 [ = = = = e

g g z K] & g3 -

& E = = v
Segmerit aysets” 43981607 202904 . - 242,384 37.56) L ENLT 357506 1.544.564
Inter-segarent, . ’
balances T AL EN T £1.88%) (15,3261, {733} {9.99%) (305,079 {348,918
Tolal segmtent ) R S o
asses Lo 473909 201019 127,258 36,830 204.193 22427 L195.436
Investmenis in : Co . ’
associatess . ' - - - 1.061 4.210 5271
Current amd dcfcm:d R S . '

sl dgsdts ¢ L e - - - - - 13,328

Totndassets o 00 i e - . L - . 1,114,235
\cgmcm liabilitics ~799%89 0 7293 39.862 32023 76,322 1364 159,083
her-segment v K ,
halances ¢ (9 {343y {2,228y (14.225) {16,715 12903 192,636)
Total segment LT .
lisbilities =~ .. - . 37.796 . 2930 37634 17.802 39577 10.708 166.447
Current and de Rn’rﬂ : o
tax lighifities ~ . . - . - - - 63,773
Now-cument and - -
current debi - : - . - - - - - 127402
‘Total liabilities - - - - - - 357512

Secondary rcpr;rlmg \cgme:m - geographical xegmenix. The Group operates in seven geographical areas within the
Russian Federation. Fhese - "e%mphmnl arens correspond 10 the regions established for the purpose of system
operution. Group’ cnmlc‘; haw been au.:rcg,aud within these geographical areas based on the area where their assets
are located, with'the exception of the T ransmission segment. The transmission grid; owned by RAO UES and FGC. is
located throughout the territory of the Russian Ftdcmnon but is recorded in the books of these enterprises withow
detils of geagraphic: location.” Accordingly. it is not praciicable 10 split these assets on a geographical basis. The
newly restructuréd Energos related to the transmission segment are split by geographical regions. The Group's assets
generate revenues primarily within the geographical region where they are locuted.

Revenue Segment asscts Capital expenditure

Six months Sivmonths Six moaths Sis months
‘ended cnded 36 June 3t December ended ended 30
30 June 2006 - 30 June 2008 2006 0S8 30 .June 2006 June 2008

Transmissien ' .
sepment 4.08% I 170,729 167,560 .746 8.152
Centre 12763 124.251 294,120 275913 14882 8,546
North-West 4963 42,239 113,454 117936 3.270 $.190
Urals 87,508 9,420 197.098 194507 4,471 5148
Siberin 52.236 14724 134579 133934 30624 1.662
Volga A8.610 32029 66,599 75928 2.237 1622
Far-Eust 36,026 30,578 125,747 12L03L 1418 4608
South 2803 - 22516 75,178 71375 3808 1039
Unallocated 14271 - 12,337 49,180 37 im 1,217 2010
Tolal 453,302 391110 1,223,670 1195684 46,67} 47,237
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“Notes to lhe Consolidated Interim Fin.aﬂci-ll Sl-\lcmcﬂls lor six munllﬁ ended 30 June 2006
tin millions of Russizn Roublesy

“Note 7: Retared parties
Associates. Eiecmcu) and heating sales 10 gssociaies were carried out during the r;porum. period, the majority of
“hlch were based on mnffs sct by FST and RST, in amoumt of RR 2,609 million (for six months ended 2005 -
RR 2.047 mlllloa}
For outstanding ‘ba'l:mcc of associdtes see Note 12 and Note 19.
I)uri'ng the rcponing period the Group purchased equipment from Power Machines at the amount of 1,100 million.
S’mre-cmur.-aﬂed mmt!c\ 1 the normal course of business the Group emiers into transactions wilh other entities under
Gov;mmem control, including Gazpmm Russian railways, smlc-comrollr:d banks nand various governmental bodics.
Prices for nmuml gas, eleuncu) and heat arc based on tariffs set by FST und RST. Bank loans are provided on the

basis of mnd.u r:ms »Taxes afé sccrued und setted in accordance wuh Russian iax legislation.

“The Group had the following signiticant transactions and balances with stute-conitrolled entities:

Siv monthy ended Six months ended

A0 June 2006 30 June 2005

Electricity and heating revenues 149,627 135942
Electrivin u{;d heating diﬁiribé:iimﬁn ENPENICH 6,733 1,279
Fuel expenses 09,697 65,4350
Purchased power expenses Ja5t 33988
Intorest eapense 1.801 Y87

30 June 2006 3t Deecember 2005

Accounts receivable and prepayments” 69.65% 62.913
Non-current wnd Current debt RLRET 46,960
Aceounts pavable and accrued charpes 27410 27158

Tax balances are disclosed in Notes 10, 12, 19 and 20. Tax transactions are disclosed in the statement of operations
(see Notes 15 and 23),

During the six months ended 30. June 2006 the Federal Government of 1he Russian Federation nnd regiona)
governments gave financial assistince to RAO UES Group entities equal to RR 1.876 million (for the six months
ended 30 June 2005: RR 1.664 million). The assistance in respect of these periods has been recorded as electricity
revenue in the statement of operdtions (see Note 22).

Direciors’ mmpemalinn._Compensauon is paid to members of the Management Board of RAO UES for their
services in fuil umc management posn:ons The compensation is made up of o contructual salary, non-cash beneits,
and a- pcrfnnnamc bonuss depending on results for the period according 10 Russian statutory financial statements, The
compensation is approved by the Board of Directors. Discretionary bonuses are also payable 1o members of the
Management Board, which are approved by the Chairman of the Managing Board according to his perception of the
value of their contribution.

Fees, compensaiion or ﬁi!o\mncu to the mcmbcrs of the Board of Directors for their services in that eapacity and for
" anending Board mcc:my are ‘paid depending on results for the year. Under the Russian legislation, fees,
compensation or allewances to the members of the Board of Directors. being government emplovees. are paid 1o ihe
siate.
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Notes lo lhe Consnlidated Interim l-mmlclnl blnlcmcnls for six months eaded 3¢ June 2006
{in millions of Russizn Roubim -

_Members of the Board of Ditectors and the Management Board of RAQ UES received the following remuneration:

Six months ended Siy months ended

30 June 2006 30 June 2005

Sularies und bonusu : : ' $0 130
_d:unmcchcm:ﬁls S U . {7
SCnher. L o ll 21
STotal LT ' 101 168

f[.‘mp!mce shure c»prim: pltm !n Junc 2004, the Board of Directors approved a Share Option Plan for the employees
of RAO UES (hereinafter the Pian);

The- Plnn pmvldcs for’ thc vr:mun-- of shnrc options to the members of the Management Board and other key

j eemploy.es of RAO UES (hcrcm.xmr the Plan participanis).

' ;Thc Plan p'm:upants mll be rcw:xrded undv:r the plan for their work in RAQ ULES over the period of 3 years, siarting

from 2§ Junc 2004,

In }ebnmv "(}OS the Board of Dircctors of RAO UES approved a number of changes relating to the list of Plan

pmlc:pams and 10 the. number_of sh:m.s ullocated under the Plan. Key emiployees fmm certain Ciroup entities were

o mt.luds.d into’ the bist

A toal of up to 4 [E3 657 660 ordinary shares (or about one percent of the issued ordinary shares of RAOQ UES) may be
allocated: under” the Plan. 213671372 “shares are allocated for graming share options to the members of the
ManaLcmcm Board, the remainder to the other key employees of R:\O UES,

Ordinary shaus altimately atlocated under the Plan are allocated from treasury shares purchased by the Group for that
purpose on the open market by a special- purpose entity, which is controlled by the Group. The treasury shares held
for the purposc of the I’hﬂ will have no voting righis, unless mhcm ise decided by the Board of Directors.

In xhr. event that the restructuring of RAQ UES is compktcd przur 10 the exercise date of the share options, the Plan
participants ‘will be entitled to purchase shares in succussor entitics or other securities, Jistributed among the RAQ
UES shnr;ho!dcrs

The number of <h-;res -which the Plan parucrpams may purchase as part of implemeniation of the Plan, in the event
that the P!an pann:lp'm! has termingted its cmp]mmem with the Group entity before 25 June 2007, will be catculated
propomonal!v based on the number of days worked prior to terminating the emplovment, In case of breaching certain
defined provisions of the labour dgreetnent and termination of employment at the initiative of the Group entity, the
Plan panticipants will lose their right 10 purchase the shares.

The exercise price of the share option is USD 0,293 per share, which is the weighted average price of the shares of
RAQ UES on RTS over the period of 25 June 2003 through 24 Sune 2004, For Plan pamcmam«; who joined Group
entitics after.25 June 2004, the exércise price of the share option is the weighted average price of the shares of
RAO UES on RTS one vear before the date of the labour agrecment. in addition 1o the excrcise price. the Plan
participants, who eXéreise their options, most reimburse part of the interest cxpenses paid on borrowings, which can
be atracted for the purpose of purchasts.oi the shares,

One o the vesting terms of the share options is prepayment by the niembers of the Management Board (in the amount
of 10 percent of the share’ oplmn agreement) and by other key cmplm ees {in the amount of 0,2 pereent of the share
opuon ayecmml} In the event 1hm realization of the share option tapses, the prepayment will be returned 1o the Plan
partivipant in full,

The Plan poarticipant ¢an exercise the share option at any time over the period from 23 June 2007 through 25 January
2008,

In 2004, the Group issued to the members of the Management Board non-interest bearing foans, which should be used
by individuals to make prepayments under the share option agreements. The Joans are issued for a period of' § years.

As at 30 June 2006 the amount of loans issued to employees amounted w RR 155 million,
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‘Notes'to tln: Consul:dnled Intcnm anncml Smtcmenls l'or siv monms ended 30 Juine 2006
(in matlions of Russian R«mblﬂ)

As at .»0 Jiine "()OS m the! caur: rflhc Plan 1mplcmcnnuon the Group had purchiased 418.657,600 treasury shures.
Theis purchasc cost’ was RK 3 57] mlihcn \20 purch'lses were made up o 30 June 2006,

A at .90 }uuc "006 the numh«.r oi‘ ouismndm" sharr: optlons \\ns J3| La6 58'3 No new options were granted dunn--
thc rcponm!, pen()d : -

The foir values of' serv:ccs n.ccwcd in rclurn tbr sharc opnons Lrnmcd 10 cmpioyccs are measured by reference (o the
fair valise: of share opuons gmmed Thc LSdelL of the fair value’ of;h; services received is mc.:sur:.d hased on the
Blacf». Scholcs model

Shure pnu. S AT e ' : . 0.2770 USD
‘L\crc:\c ;mu: L , . : _ 0.2934 USD
?'l.\[n:cu.d volatility : T . 3%
Option life P . T . 1.0935 davs

" Rigk- l"m‘: m:c're‘d Tale - 3 ) - 3.16%
. Fair sn!ue at mcasurcmcnt dnler !) 069 U\l)

The, mcasure of »olanluv d - opuon pnung modd is the .mnuah\ud stand.nrd deviation of the continuously
: 'mmpoundcd fates of, fetern on the’ share’ over o penod of time: Voiuuluv has been determined on the basis of the
:_hmoncal \olnu!uy of lhc slnre pﬂce‘ o the’ most recent period: {one- )c.u bclore _grant, dw) For share options
outstanding as at 30 June 2006 she rringc of exercise prices lies between USD 0.2827 per share and USID 0.2934 per
sharc Jand thc “cr,htcd a\cmi.,c rcm‘umng commctua! life is 574 d.ns

During’ the s rcpomng, penod the’ Group recogmsr.d an expense of RR 65 million related to the fair value of the options
(for the six months ended 30 June 2005~ RR 164 million}.
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" Notes o the Consolidated Ynterim Fimmncm bmtemenls for six months ended 30 June 206
{in miltiuas of Kussizn Rouhlcsi

Nate 8: Property, ﬂpj'm’{: and equipient

- Cost e :
I'.Ieclnﬂt) - Electricity Electricity Heating Construc- Other Total
“andheat’  tranamis- - distribution  metworks tion in
:___peneration: ~ sion progress
()pamng h.xl:mcc -
as a3l Ikccmbcr o o
008 L R06423. 260,385 737794 138,788 4,502 281309 2438998
Transfer lo : .
\uhﬂdl:m' J .
|\ctc Sy 0100 . 0179 356 a5 953 14,768
:\dt_i_mqm. = ‘ © 501 624 1313 b 414 1.649 16,673
Transfers = - 398 B 5 L0386 1441 {17,039 .15 -
Disposals - (1.43%) 61} (328} (390 18.747) (1.366) {13.030)
I)npmuh [
nsses held t'ur
sule L ¢11.178). S (1.802) (13) (289} (1,716 15.4000)
. Clusm; balancc D :
. ST sm,a()lum. ’006 802,215 165.531 767744 140,347 210,072 283,480 469,14
.\rcumulnlcd dcprcﬂnunn {including 1mpmrmcm)
. Opening balanee:
as ut 3 December: o .
1005 (490,661} {148.53) {535,116) (98,217) 1256621 (2026913 (L3S0
Transfer wo
suhsldla:\
t\ow 5y . (3.327) - i5.075) i336) - (548) (9.5%14)
Charge for.the _
period %.985) (5092 {8.516) (2.060) 1383} 15,649 130,683%)
Trunsiers LIS - {1,138 (10 i 431 -
Disposals 586 50 519 266 t.30) 1,463 A7

Disposals o

assels held for

sale’ 11,084 - 1,779 15 . 1.680 14.55%8
Closing balonce

as ut 30-June 2006 (402.821) - {131.5%6) (347.297) {100.430) 20,273y 1206472y (1,521878)
Net book valne as- ,

w30 June 2006° 309.414 111.955 120447 19914 148,799 71.00% GA7.504
Net book value -

as at-3 _

December 2008 315,862 111,851 122,648 10568 {68,840 78,318 933.087
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Notes to the Consolidated Interim Financial Stutements for siv months ended 30 June 2006
tin mitliens of Russian Roubles) . :

Caost
Electricity  Electricity Electricity Hesting  Construe- {}ther Total
and hent. !rﬂnsmu- distribution networks tion in-
) generation sion ] progress
Opening bulance
us o1 31 December {

2004 E . 763,904 BLYA ) 128,264 135,748 191866 234,731 TM6203
Addilfans through ' :

_ acquisiton of ;
subsidiaries 2153 S 2N

N 214 . 103 - 6,566

- Additions S 1LSRI1- o 673 213; 493 41.289 2,988 47237
" Transfers SR L6 5077 1.279 {19.165) 2383 .

Disposils 009 L (88) 1.732) i27%) £3.590) i2.654) 110.349)

Closing balunce :

asat 30 June 20087 FTR.TSS. 270,044 736,032 137.242 210,203 237448 2.389.727
Aceumulated depréciation {including impiirment}

Opening balunce

as a1 31 December - ' , .

i8] {174.694) 1139.903) (518.869) 1N 1231390 (138573 {1412,638)

Gharge for the , ‘ ,

" periog $.50 507 (2.106) (2102 . 9,794 (33,539

Impairmen '

charge L L - - 19) 9 -

[isposals .. 1,374 - 88 B8R 238 Hh82 2001 3323
. Closing balance ¥ T e o )

us 1 30 Juie 2005 (H481,532). -~ (144.847) {526,689 {99.16%) Q1650 (196.267) (1170884}

Net book value as i T

a1 30 June 3005 196,926 125,197 209943 38074 187,552 1,181 v18.873

Net book value g2 :

ut 31 December L o .

2004 293,208 !"7.855 204,305 38447 158.572 6h, | 58 903,635

Construction in progress represents the cwmmg, amount of property, plant and equipment that has not vet been put
into opcmtwn including genummg stations under construciion.

Deprecintion is charged once an asset is available for service,

Other property, plant and equipment include motor viehicles, computer equipment, office fixtures und other equipment.

The assets transferred to the Group upon, prwalmnon did not include the Jund on which the Group's buildings and
facilities are situated. The Group has the option to purchase this land upon uppllwuen to the state registrator body or
to I’crmallse the right for rent, :\cccrd:n;, to Russinn legislation the expiry date ol this uplmn is 1 January 2008, As w
30 June ’806 the majority of the Group s companics have not filed any application 10 exercise the purchase option.
Impmrmmt. Management has used various assumpuons in the calcutation of the recoverable value of property. plant
and cqmpmcm. Vnn.m@ns in lhcs; assumpnons may ;,wc rise 1o u significantly different amount for the :mpa:rmem

prousmn ln management's opmmn the cmsung provision represents the best estimate of the tmpact of mpairmen
.as 3 result of the current economic ¢onditions in the Russian Federation.

Based on factors set out below management believes that there was no indication of' any additional impairment on the

Group's principal operating assets:

* increase in cleciricity tariffs set for RAQ L'ES Group for six months ended 30 June 2006 were on average 9 %
{heat: 11%);

e growth of gos prices set in the Government's forecast is not expected to exceed timit of 11 %3 in 2006, which is
not significantly more than expected inflation;

» demand for both electricity and heat is consistently growing lrom year 10 year:
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Notes to the Cnnsoltdmed Imcnm hnancml lecmrnh for six months ended 30 June 2006

Ain miltions of Russian Ruuhk’s)

» the (‘xroup"é ongoing restructuring has not changed the maunner of recovery of the assets. the business has not

changed in-any $ignificant manner: In addition the group's tarifl income. is unchanged — the regulaior allocated

what-was previously a smgc tarifls for electricity and heat set for a ventically integrated power companics among
_ the newly created separaic generating, transmission and distribution companics.

7 l.'ea.\'edkﬁmpem-; plam am! cqufﬁmwrf :

The (Jroup leased ccﬂam cquupmcm under a number of finance lease agreements; At the end of each of the leases the
Group-has the option to purchasc the equipment at a beneficial price. At 30 June 2006 the net book value of leased

' {)pgfrqrir: g Teases

propesty, planl and' equipment was RR 7,169 miltion {as at 31 December 2008 — RR 7,028 million), The leased
“equipinent sccurcs lease obl:gatmns

The Group leases a number of land areds owned by local governments under operating fease, Land lease payments are

“determined by fease agreements.

-, Operiting lease remals are piyable as follows:

M) June 2006

31 December 1005

Less than vne year _ 2.828 2.936,
-Between one year und five yewrs 5,694 7.532,
. Adler five vears 43.994 35.246

Total 55,516 45,714

Note 9: Investments in associates and jointly controfied entity

The Group has investments in a number of ussociated enterprises, which are incorporated and operate in the Russian
Federation, The Group also has an investment in the joinily controlled entity which operates in Kazakhstan.

Share of
profiti{loss) of
Currving associates and Carrying
value as at Newly Transfer to jointty controlled vulue us at
.!l December 2008 consolidated subsidigries entity 3 June 2006
Pawer Machines 3132 . . {150) 2952
Kurganenergo 1.061 - (1L061) .
Heat and Power
Company” 478 . - {27) 451
Noritsko-Taymyrskaya
Powes Company - 126 . 136 262
Rossivshic
Kommunalnye Sistemy” - . - 200 00
Stanisive Ekibastuzskaya
GRES-2 600 - - 10X 708
Total 227t 126 i1.061) 267 4.603
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Notes 10 the Conmlidaled Interim Hnum:ml Statements for six menths ended 30 Juine “006
(in millions of Russian Rcuhics)

The following i summarised financial informaiion, in aggregate. in tespect of the associates and the jointly controiled
entity: ’ ‘ '

Ownenship: Voting, Assets Liabilities
- ‘ g % %%

XU 31 December 2005 T |
Power Mochines =~ 2380 25,00 26.231 {13.125}
Kurgan¢ncrgo - : S 1800 19.00 3603 (1.43%)
Ieat and Power (,ompam S T 25.00° 18.20 s (119m
Ra‘:sn\i\le l\ummumlmc \mu.m\ ' o ,' C 2500 2,5.(‘]0 8,796 (8.616)
Smnw\‘n E Lib.mw.sknyn (‘RhS T b0 50,00 1,469 1263)
AL30 June 2006 ..
Powes Machines L - 23,80 25.00 26,311 113,782
et ‘md Poser Company, : 2510 ‘ 25.10 AR B {1415)
“Nori L\lm- Taymyrskiaye Power Cempnm ! 49,00 4900 2310 L%
Rossiyskic l\nmmunalmc Sistemy T 0 500 - 23.00 10,482 17,681}
Stantsiva Exibastuzskaya GR!*§__°_ oL RI (i) s0.60 L.966 (530

- : o a Hevenoes Fapenscs Profit f {Loss)
Six-months ended 30 June 29087 .
Kurganenergo . ' 2,575 (2.692) tHih
Rossivskie Kommunalnye Sistemy - 3913 18,5500 363
Siv months ended 30 June 2006 - .
Power Machines : $.238 (R.869) {631
Ticat and Power (‘ampnny 1.690 (1,79 {109}
Norilsko-Taymyrskaya {’o“cr C ompany 5362 15.085) 277
Rossiyskie kummum\tmc bmcm) 10,092 £9.886) RO6
Stwntsiva l.kabmumkam GRES-2 61 {716} 25

In Decermber ‘-’00< RAD.UES acqmrcd 2.4 percemt of the share capital of OAQ Power Machines Group {“Power
Machines™).: As at the acquisition date one of the Group entities held a further 2.6 percent of the share capital of
Powér Machines and: wnsequcmlv ,:he_Group has built a blocking stake (25 percent plus one share).

The principal’; agtivity, ol' Pmu.r \mchmcs is the manufacture and supply of cqummenl for hydro, steam, £as and
nucleds power p!ams The: mAnagmmm “of the Group has the power 1o participate in the financia! and oper:mng
dcc:smns (significant influence). As o result of this purchase invesiment into Power machines is accounted for using
equity mclhog

InF cbrunrv 2006. pursuant 1o 3 share sales purchase agreement the Group signed 3 pledge agreement with the EBRD
for 50,820,431 shares or 7.6 percent of the share capital of Power \Iachmc.s as o sccurity for a credit line facility
issued to- Power Machines on | March 2004, As m 30 June 2006 the fuir value of pledged shares amounted
RR 14658 million,

i
s
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‘RAQ UES Group

"Notes to the Cansolndaml lmcnm Financia! Statements for six months ended 30 June 2806
{in millions o Russian Roub!ﬁ} ’

Note 10; Other non-currenl asscts

A0 June 2006 M December 2005

Available-for-sale m\cxlmn.uls (eurricd al ot ' 5.282 4,398
:\\mlablc fﬂMa!c m\ eslments (Lamf:d at fair vahee) 3,693 3517
,\dmnccs w commmr; . ’ 18.99i 15.570

'Rcstruuurcd mdc receivables;
(hcl of ullmmm‘c for duubitul deblon oI RR L1552 millien as m ’
’ 30 Jing 2006 and’ RR 2,081 million as o 31 December 2005} 2431 1.901

- Nag-current pumim of value added:tov rccoscrabh. 4,238 6,432
Other ~ &
1\c: of nltm\:ma: af RR 757 million as'at 30 June 2006 and 5;‘} millian
45 a1 3 Dcctmbu 2008) - L 11,823 10,287
CTotad . . ' 45,740 42015

“The carrving value of restructured trade receivables approximates to their fair value,

Nate 11z Cash and cash equivalents
' 30 June 200631 December 2008

Cash it hank and in hand 31,840 30,497
Cazh equivalents - 1.766 6474
Forcien currency sccoums 488 154
Total ’ _ 35,094 37.125

Cash equivalents comprise short-term investiments in bank promissory notes and cenificates of deposit.

Note 12: Accounts receivable and prepayments

30 June 2006 31 December 2008

Trade receivubles

{Net o athowance for doubilul debtors of RR 33, 526 mitlion as w

30 June 2006 .md KR $0.367 miltion as at 1 ﬂcfcmhcr 2005) 518319 48,157
Value added tax fecoverable 19,680 34237
Advances to supplicrs and prepuyments 80 15,228
Receivables from associaes 2811 1,484

Oiher receivables:
(Net of attowanee for doubtful debtors of RR 5,784 million as a1
30 June 2006 and KR 4.793million as ot 31 December 2005) 41,40% 30,8
e

- Total . : 142,327 |

Alinost all of these balantes are determinated in the RR.

As at 30 June '2066, and 31 December. 2603, the above other receivables balance incfuded 8RR 22,012 million and RR
13.698 million'of 1ax prr:paymcnis. respectively, which are to be sentfed agaihst fuure 1ax Habilities.

Management has determined the allowance for doubiful debtors based on specific customer identification, customer
payment trends, subsequent receipts and settlements and the analysis of expected future vash tlows, Based on the
expected collection rate, discoant rates of 11-19 percent have been used in the estimate of present value of future cash
flows, The management of the Group believes that Group emities will be able to realise the net receivable amount
through direct collections and other m:)n-g:ssh settlements, and that therefore, the recorded value upproximates their
fair value,

Ceriain trade receivables have been restructured and as a result are due 1o be realised morg than one year from the
_balance sheet date'(see Noie 10). The loss on restructuring is included in doubtful debiors expense,
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1\u|e5 10 The Cousohdaicd !mcnm I-m.mcml Statements for six momhs ended 30 June 2006
(in miitions of Rumm Ruublc&)

Note 13: loveatories

A June 2006 3 December 2005

Matcrials and suppties - o 29.692 25.108
Fuct pm&luumn socks L 17.776 16,987
Ulhcr m\cnlorlcs co o oL 1.789 2124
I'otnl- . f: L . : 49257 44,194

Thc abovc m\'emor\' ba!unccﬂ ares rec.ordcd net o!' an obsolcccmce provision of RR 1682 miilion and
RR.2.374 m:l!tonnsazao June "006 and 31 December 2005, respectively.

AS 2t ;0 Junc ’006 and :i Dccembcr 2005, ﬂn. inventory bal.m ¢ included RR 7.893 million and RR 11,341 million,
rupccu»cl; uf mvcnton picdgcd as coilahml under loan agreements.

N0l§ t4: Equity;

Share Cupital

\umber of shares issecd and
fullv paid 30 June 2006 31 December 2005
Ordinary shares 4 11041,753,984 147,439 147.439
" Preference shiris . 2.075.149.384 7.667 7.607
Fotal : . 43,116.903 368 155,106 155,106

The autherised aumber of orlda’nqry and preference shares are 4?.509,289.438 and 2,075,149, 384 respectively. both
with a nominal value per.share of RR 0.3, The carrying amount of share capital has been adjusted 1o take into account
the effects of hyperinflation that existed in Russian Federation until thc end of 2002,

Ordinary shores zmd prden'ncc shares. Preference shares have no right of conversion or redemption, but are entitled
1o a minimnun: annval dividend of 10 percest of net statwtory proiit, The dividend is declared cnllrcl) at the discretion
of the sharcholders, In to1al the prcl‘ercme dividend may not be less than the ordinary dividend and s not cumudative,
Preference shares carry no voting ng,h[s except when dividends.on prefercncc shares have not been declared fully o

- the Annual Shurcholdcrs uucun; in which case the preference shares acquire voting rights. In liquidation prefercice
sharcholders are first paid any du:larcd unpaid dividends and then the nominal value of the shares ("liquidation
value™), Following this, prcfcrmcc \harchofdurs participate equally in the distribution of remaining assets with
ordinary shareholders. -

Increase of miinarity interest due (o the restructuring The stale registration of new entities crented as a result of
reorgunization of subsidiaries of RAQ UES may lead to increase of the amount of preference shares of reorganized
subsidiaries.

Tiw owners of prcﬁ.rencc shares of the reorganized subsidiaries normally receive additional preference shares of the
newly created entitics, since t,hclr share capital was formed from the shareholders’ funds of the reerganized
subsidiarics (mdudlm. additional paid-in c.:plt:!l and retained eamnings),

In accord'qncgwilh the Group accounting policy (see Note 43 special rights of the owners ol preference shares are
taken into account in calculating minority interest: as the owners of preference shares have the xig,lu to the liquidation
{nominu{) value of their preference shares upon lquidation of the entities and also 1o panicipate in the distribution of
the assets o: :hc liquidated entities.

The incré.-:mc‘ in the ‘1ol amount of preference shares i issue in Group emtities and relmed increase of their
liquidation (rmmmnl) vatue resulted in the increase of minority interest. This increase must be shown as Changes in
Group Structure” ia the Statement of Changes in Equity for six months ended 30 June 2006, The respective item of
minority interest increase for six months 2005 was restated from other expenses in Statement of operations directly to
equity in amount of RR $.463 million (see Note 3).

Dividends.- The annual statutory accounts of the parent company, RAO UES. form the basis for the annual profit
distribution and other appropriations. The specitic Russian Jegislation identifies the basis of distribution as the net
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Noles to the Consoludméd Interim Financizl Statements for six m(mlhs ended 30 June 2006
tin millivhs of Rus\snan Raub!m

profit, For. "005 ihe s:aiumn‘ pmm !Or ‘the parcm conpany, RAO UES. as reported in the published statutory
‘reporting. furms x\as RR20,898. mlllmn However this legiskation and other statutory laws and regulations dealm"
with the dlsmbu!mn n;,hts ure open to iegal interpretation and, .:ccordmi,!) manngement believes at present it \wuld
not be appmprmtc 10 disclose an amount for the distributable reserves in these Financizl Statements.

A dmdend was. dectared in’ Juric 2006 in respeet of me year ended 31 I)ccembcr 2008 of RR 0.0574 per ordinary
share :md RR 0 [9.!9 per pre!’r:rcncc sharc

'I'rea.mry simrﬂ, The' G roup perlodxcallv purchnscs and sells tr;asuw shares, Treosury shares as al 30 June "006
rcprescm ~450, 068937 (31 I}cccmbcr 2005: 4‘0.;’8 437 nrdmarv shares and 6696 727 (31 Becember "0{)5

6,696.727) prcferencc shares. Durmé,; the rcporung period: decreasa in tréasury shares amounted less. than
RR 1 nuillion,

Tn-amn' \Imrcs'

Cost as at + Purchuyes and Cost as at

A December 2008 “disposals, net 30 June 1006

Ordinary shares _ 3689 - 1689
I'referenve shares ) : 18 . 18
Total © ' . 3707 - . . 3,707

Tnmdariun reserve. The 1ramlauon rescnc rc].mng, to the uch:mg,c differcnces arising on transiation of the net
assets of foreign subsidiaries, as at 30 June 2006 was a credit off RR 43 million (31 Dc...cmb‘.r 2005: a debit of
RR 538 million) and is included in n.lalp_c_d carnings and other reserves.

Note §5: Profit tax

Profit lax charge

Siv moaths ented Sivmonthy ended

30 June 2006 30 June 2UNS

Current prolit tax charge (19,7963 {15,360
Deferred profil tax chape ] (203} {1453)
Total profit tny charge ) : (19,999} (6814

During six months ended 30 June 2006 most members of the Group were subject to profit tax rates of 24 percent on
uxnble profit.

In accordance with Russian tax legistaiion, wx losses in different Group companics may not be relieved against
taxuable profit of other Group companies. Accordingly, profit tax may accrue even where there is a net consolidated
tax loss,

Siv months ended Six months ended
M June 2006 30 June 2008
Profiz before profit tax 17,153 38082
lhcom1ml pmm tax charge 2t Iverige statutory tay rate of 24 percem (31N {9.270)
Tux etiest of items & hlch are pot deductible of issessable for luxation :
purposcs:
Tax interest and pénnltics rclc..x.f(th.xrgc) RREY} 253
Other mn-dtdutublc and mm-in\nhh: items, net (5.326} {2,471)
Effect of stalulory revialuation on tay hisé ' 155 ya
Non-recognised deferred s assets oy ements : {353} (5.004)
Other {3,043} ()
Totnl profit tax charge 119.999) 116.813)
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Notes 1o the Consolidated ln(enm Finoncial butcmems for six months ended 30 Sune 2006
{in milliuns of Russum Rmth!t&] -

Dcfcrred profit m\. DlﬂLfCﬂCL’S bcuucn 1FRS: and Russian siatuory: taxation regulations give rise fo cerimin

. tcmpomrw duﬂ'umcas bétween thie carrying value of certain assets and Habilities tor financial reporting purposes and

tor prom 1ax purposu Dcllrred pm!u 2% assets and liabilities-are mcasuud at 24 pereent, the rate expected to be
.xppllc.:bh. “hcn the aascts or liabilities will reverse.

Deferred profi n;\- f;fq'bﬂirias

Movement for the
period recognised
in the stalement of

. 3t December 2008 nperations Other movement 30 June 2006
Trade receivablés: - o 7 {5.201) 1L9s2 - (3.249)
Propenty. plam . S '
rmdcqmpmcru o : : 60,128 in) - 60,051
Losses viirried fun\ m.i ) thid) 09 . {403}
Omcr o : . - - 1604 {19901 (61 (446}
Toml 3 L §5.919 94 (60) 55,953

Olhcr mavement rei:nes mosrlv to dlﬂ‘erencc> in f oreign currency exchange rates, \\hu.h are included in transkation
teserve in equity:

Deferred profit tax assets

Movement for the
period recognised

in the stitement of Reclassification

M December 2005 operntions  to dispoesal group 3D June 2006
Allowance for doubtiul deblors 5,645 1,440 . T.O8S
Property, plam und equipment 9,044 11937 (349 6,758
faoxses carmied fonvard 812 1,077 - 1889
Onher - 432 {2153 - 217
Delerred profit fax assets 15933 Jos 1349) 15949
Less: non- rccognucd dcfv:rrcd Wy
HASELS . L . 110.48%) (353} . {10,842}
Total - 5,444 1} {349) L1107

Temporary, d:ffucncns an property, piam and cquapmem refate to differences in depreciation rates, adoption of
[AS-29, JAS 36 and :.tzmuary revaluation {at'extent accepied for tax purposes).

:\s at 30 June ’006 and as af 31 December 2005 the RAO UES Group has not recognized a deferred tax liability in
respect of temporary dln‘crcncns associgied with investmems in all its subsidiaries that may ervstallize depending on
how the Ra\O UES restructuring is effected in the iuture, The RAO UES Group has 1 certain amount of control over
the timing of the reversal of thiese temporary differences as it intends 1o perform the restructuring in a manner that
would substantially avoid crystallizing any additional 1ax liabilitics, and therefore. it is likely that the temporary
differences will not reverse in the foreseeable future. Potential defurred 1ax liability in respect of the temporary
differences could vary. from zero 1o approximately RR 112 billion dcpcndmg on the specific methods used 10
compleie the RAQ UES restructuring. Where management currently eavisages changes triggering taxable events, the
deferred tax consequence has been recognised. During 26035 an additional deferred tax lability of RR 600 million was
recognized in respect of such iaxable evenis,

As at 30 June 2006 The Group did not recognise deferred tax assets in the amount RR 16,842 miltion because it is
nol probable that future waxable profits will be available against which the Group can wilize the benefits therefrom.

Tax losses can be carried forward for o maximum of 10 years,
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Notes to the Comolidated Interim Financial Statements for six months ended 30 June 2006
Uin miftions of Russizn Roubls).

Note 16: Non-current debt

o EfMective interest 30 June 3 December
Curreney rate Due 2006 1005
Bonds issucd by subsidiarics TORR 0% 1% 2006-2016 27900 22678
Long-term debis payable !0 : . :
EHRD SRR MosPrime s 215% 2013 3,000 -
EBRD - - EUR. EURIBOR +1.25% 2040 1087 1.231
E BRD S C 0 USDH O MosPrime « 2.75% 207 1,154 -
EBRD o usy MosPrime + 4% W17 750 .
EBRD : o LsD. LIBOR = 3.5% 007 653 906
EBRD B ' usD LIBOR + 4% T 2009 132 647
Sherbank B RR H%6 - 10.5% 2006-2011 1216 4182
Clovery PLC CAUSh 71.75% 008 4,062 -
Municipal puthirite of P E
Kamchatkn region . Usn LIBOR + 3% 2034 2357 2459
Nomos-Rank o RR 1026 - 14% 2016-20038 1.567 440
Vaneshtorgbank - . : l_RR 119 - 15% 2006-2007 1,491 1.020.
Bank Credit Suisse.Finst Boston Lish RF30 +2.5% 2000 g L9
Natexis bank — LisD LIBOR £ 2.3% 2008 BRI 432
Other Russian banks - RR 1% - 1396 2000-201! 3L 5436
Other long-term debts. ' 1188 1720
Finance leusc liability 1150 1517
Total non-current debt 68,343 18,887
Less: current portion of non-<current
debt 115,132 (H.095)
Tutal . £3.221 18,792
Macurity table
30 June 2006 31 December 20058
Due for repay ment
Between one ind twy years 16,313 13.213
Berween two and three years 10687 9.7%1
Bewween three and four years %42 2584
Bewween four and five years 1916 w037
Afier five veurs 15,861 4437
Total e | 53221 38,792

Except as otherwise noled, the nmjorif}' of the above bank debt is obiained at fixed interest rates,

The effective interest rate is the market interest rate applicable 1 the loan a1 the date of origination for fixed rate
loans and the current market rate for ﬂeaung rate loans,

The Group has not eatered into any hedging arrangements in respect of iis foreign currency obligations or inlerest rate
exXposures,

In addition, the Group bad undrawn comminted financing faciliies of RR 13832 mitlion (31 December 2005:
RR 4,087 million) which may be used for the general purposes of the Group,

As at 30 June 2006, the estimated fmr ~value of total non-turrent debts {including the current pomon} wis cqual 10
their carnmb amoumt - KRR 68.353 million (3l December 2005: RR 48,388 million), which is estimated by
discounting the future contractual cash flows at the estimated current markes interest rmes available to the Group for
similar financial instruments.
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‘ chs to lh(' Cunsuhdmcd”lm‘enm I-‘mnucml Smlemems fur su mmnhs ended 30 June 2006

(m m:llmﬂs uf Russian %uublc\‘s

:.ga:ih‘;g.' l.'c:_n_'sc_rljidﬁ‘iijii'ic's aré effectively secured as the rights to the leased asset revert 10 the lessor in the event of

defauli.

Foa oy

- Finance Eense Iia i :t.ws = mmlm;.lm Iense p:!\ ments 30 June 2006 31 December 2008

' l)ue for ﬂ-pa)mem : : :
Liess thin one year, 833 1,105
! ".\-.u.n one ye _uml five u.ar-i - 4,706 1,863
o Al’h.r five )‘ars S m 245 588
: 57132 6,556
: I;ervi'manccxh 'cs on :m.mw kasc (1.125) (11.200)
4.6587 5354

Present Vale of lease lmhn!me\ )

-Note 17; Other non-current liabilities -

3 June 2006

M December 2008

: 7 aNes -

2,614 3176

, ['cnsmn |:4b|lm L 10,893 9253

- Other non-cisrrent labilitics . 2,306 1238

Tistaf other nonscirent Hibiities 15813 13,667
lca\ cumm punum ar festructured imhnmm {1.348) (RO -

Tuin!. 14.465% 12.807

_ |_nr'6maﬁ6n ab}m'; mé pension liability is disclosed in Note 21.

In ac&.ord:mcc w uh (." 0\'crnmcm Resolullon No. 1002 dated 3 September 1999 the majority of Group eatities have
ruuuc:urcd tanes including. fines and mter-:st 10 be repaid over a period of up 1o 10 years, Non-adherence to certain
paymént schcdulcs could resuft in’ the gross. ‘mount of 1axes payable including tines and interest becoming due on
dcmand ‘Additionally, a aumber of Group entities have restructured trpde payables to be repaid over a period of up to
five years. Buscd on the contractual dates of repavment, discount rate 01721-24 percent has been used in the estimate

of the fair \'utue of these Imbulmcs at the date of restructuring.

The maturity profile is as follows:

-1lari:riri‘ toble ..

30 June 2006

31 December 2005

Due for repa; mem

!km den one and (wo, yeurs . 633 1.3%6

ikl\n:cn 1w and five \car\ 1.110 1.0
- Adler f'\r.' \uxr\ §i02 18441

Total . 14,465 12507

‘Note 18: Carrent debf and current portion of non-current debt

EfTective inferest rate.

30 June 206

31 December 2005

Currént debt ' 5.0% - 17.0% 72263 77.8069
Current portion‘of m‘m—;um’nl debt 15132 10,005
Current portion of finande Jense fiability 507 737
Total ' 87,902 8,701
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s\‘oiec 10 thc Cansulldatcd !mcrun I'm.mcml Statements for six months ended 30 Juae 2006
{in :mllmns cl Russt:m Rﬁubics) ’

Nete 19: Accounts ['_)"E!}"i'lhllc qi:'d‘uccri;m_l chinrges

30 June 2006 31 December 2005

56,314 36.383
15,067 12,170
890 1164
Dividends p.m:.b! : : 6,443 2,342

* Cumment’portion of trade pay: .lhlLS .md other' Lndamm
restructured 0 lcng om0 . . ) 570 268
Pamh!e to aesociates. . L o L . 213 121
_Toigh 109.499 : 102,448

Almost hl] 'o!f thésé_ b'iiiii'rtéé’{aré dc'!ériﬁinéxed in the RR.

Rwructurcd ndé p'uabtcs uhach nrc pn}ﬂblc more than one vear from the balance sheet date are re flected within
~ othernon-carrent liabilities as dcscnbed in' Note 17, The effect of restructuring the trade payables is included in
,\'ole 4.

Note 20: Taaes pavable

10 June 2006 31 Decensber 2005

Value added 1 - L 15,428 9,331

Fines and intcrest - 10,807 10,646
Profittax, 7 : 6,745 7.851
Propenty tax e 7l A
Employee taxes - it 1767
Cher taxes . 522 4240
(,umm pnmon of tiaves restructused o long-tern TR 592
T ntnl 158,266 59.048

Included in lhe pas’ublc for. valuc addcd u:r is RR 13,328 miltion of deferred VAT which only becomes payable to the

authorities when the’ undcrl\ ing recewdhlec balance is either recovered or written ofT (31 December 2005; RR 22,453
4malhon) Smmng on’l Janunn- "006 1ax policy. of paving VAT on cagh basis can not he used by companies due to 1ax
" legislation changes. The cmtsmnd:ng smount off deferred VAT Tabitity as a 31 December 2005 should be paid to siate

budgc: on’ roilmg basis to cash | rccc:p:s bm not later :hnn i January 2008,

The pnnc:pn! 1ax hah:lmcs past duc L\c!udlm. the amounts which have been restructured, accrue interest cach day at
- one three hundredth of the curremt rcl'runcc rate of the Ceniral Bank of the Russian Federation, As at 30 June 2006
and 31 December "005 the ml'n:mcc rt!e was 11.5 and 12.0 percent respectively. Interest does not acerue on iax fines
and mlcrcsl

Tl Restruczurcd taxes. mclud:ng fines xmd interest, which are pavable more than one year from the batance sheet date are
rci}uctcd within oihcr non-cufrent Imb]!mes as described in Note |7,

Note 21: Pension benefits

The wbles below pm\ ide information aboux the benefn obhgmmns plun assets and actuarinl assumptions used for six
months cndcd .30 June 2006 aml 20(35 Amoints recognised in the Consolidated Bulance Sheet:

A0 June 2006 31 December 2008

Present value of i’u_nd;d detined benelit

ohligations : 18344 16,807
Less: Fair vatue of plan assets. 12,920) 12.898)
Delicit in plan. 15424 13,909
Netuctuarial loss not recogaised in the

bakanice sheet : {4,531 {1.636)
Net liability in the balaace sheet 10.893 9.2%3
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Notes to thc Cunsuhdalcd Imenm hn*mc:al blnlcmrnls for sn momhs endul .Hl June 2006
{in millions of Russian Roub!cs}

Aimounts recognised in the Consolidited Statement of Operations:

Siv ,ﬁ:ﬁmhs'_]mi_ied Siv months ended

30 June 2006 - 30 June 2008

Lumm \ﬂ'\li‘CC\)ﬁt o R _ X 1360
memsteosts L _, _ S ST 356
Fxpetted muma‘:}'ﬁﬁ}{;kseu GLan RRSRTHIY (1)

- 'Hcmumtcd m‘luanal !msh.mni . L R - -
' Tomll ' L s o 2,098

Changes Ein the present valie of the Group's defined benefit obligation and plan assets are as follows:

30 June 2006 ] M) June 2008
Bencﬁ! obhgalmns v )
Beneilt ahl:gmwna a.s at Jm:unn 7006 16,807 7.340
© Current service cost : 2494 1.Es0
Ipterest cost 376 157
Mmaml h)\uv’iwmn . {1,145} 97
Henefits paid 0 50 - - {34} (I87)
Benefit obligations as'nt 30 June 2006~ : 18.344 8.398
Plin assets
Fair value of plan assets as g | iirm:_sr}"lil(jﬁ 2,898 2427
Expected retum on plin assets 145 124
Actuarial gaindf{iosses) . (1. 144 t932)
Employer contributions 4N 735
Bunefils paid [ 3H)) (347)
Fuir \nlue of plan msﬂs a3 nt 30 June 2006 2920 1.924

1'ht__!¢GrOllp'¢.\‘chIS 10 coq;ributc RR 2.3;!6_ million 1o the defined benefit plans during the year beginning 01 July
2006,

PPrincipal actuarial assumptions are as follows:

30 June 2006 %% 31 December 2005 %
Driscount fale 6.4 0.9
L\pcucd mum on plan n.wm 0.0 .0
. Salary muc.bc A 7.0
!’emmn ANCRCUsE . . 50 pEL
;'\um;.r fune nnrkmsz Tife {veitrs) . ‘ 12.0 120
Life expeciancics (a1 stanidurd age ‘of retitement) are s follows:
- 30 June 2006 31 December 2008
Male aged 60 i1 B
. Female ayed §5° 23 23
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Notes to the Consolidated Ikn!erlm Finaneial biniemtms for six months ended 30 June "0%

tin mtiltions of Hissian Rnuhlcx)

The plan assets allocation of the invesiment porifolio maintained by non-state pension funds was as follows:

Type a'rus":;cls‘ :

30 June 2006 % 3 December 2008 %
Fquity -.ccumn:a of Rumam issuers 164 19.6
Promissory notes ul‘Ru:»x;m issuers’ - 18,7 1.5
Bank dxp&sus 1.5 L
Russitn Government and mumcnpal 43 339
b\)l’lﬁ\
ilu_s:-mn cqrpgr:::e_ hqnds_'_ 233 AN |
Other 18.1 8.3
Total 100.0 100.0

Note 22: Revenues

Six months ended

Sivmonths ended

18 June 2006 30 June 2005
fectricity 327,560 184,659
Heuting §9.952 77,197
Transmission 10,684 6.852
Othet 24,976 22,402
Total 453.302 191,110
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Notes to the Cunsnildmd lntcrlm qunc;al bmlcmcnts for six months ended 30 June 2006
im miftions of Russian Reubles) B .

Note 23: Operating expenses

Six monthy ended Six months ended
30 lune 2006 30 June 2005
Raw materials ws! conswmables uv:tl. mttudm;. ' | 152,643 122602
Fuel expenses : o 141,543 {13,303
ther s mah rials 1,002 3200
E mplu\cc hgm:hl c\pcn\c: nmi pay m!l tues 75528 §9.784
T hlrd pnnn:s serv wcs. mdudmg : ‘ ' 17,371 37230
Repairs and miainie snance : : 8423 224615
Rent 3238 T
Consulting, légal anil tnjormition services : 4268 R
Security services. 2532 1914
L Insurance: expense’ A 243 2676
’ . Transportation services :_ 2346 1,578
. Commission foe 1,837 1410
“Bunk services 1.502 1.659
i f!ummmm:iﬁ'nmr services: - 1198 777
i ‘urchased power . 43,731 11,451
l)cprrcunon of property. plant and cqmpmlm D712 13530
| nbrer s 13,747 19,248
| [;lectnguy and heat distribution c}\'p’cns;;s 10,436 5847
Water usuge expenses 4,648 Ini3
© Loss on the disposal of fised ussets and investments 2.633 s0s
Doubtfl debinrs eapense 5.888 6016
| Fines and penaltics, other thun on ses 2,060 1.840
‘ Sociat c:spcndixurés L18S 670
Business l:i;; CNpenS 821 5438
| Charity cxpenses . %02 161
I Labsr prutection costs. 06 518
Expenses nelated (o restructuring process 373 896
‘ Media-Holding REN-TV expenses - 381
. Waork performed by the Group and capunhsui _ {4.53:h) {2,725
Other expenses 14,342 19.795
. T olui : 399,504 344,269

Doubtlul debtors expenses are presenied. net of interest income for six months ended 2006 in the wmount of
RR 3101 miltion ({or six momhs ended 30 June 2005: RR 2,705 million) accrued on trade receivables,

Note 24: Finance costs

Sis months ended Six months ended

30 June 20056 30 June 2005

Interest expense {debts) (5,940 (4.290)
Interest eapense (release of prior period discoutting) (633) L3i863)
Leasing finance charges (ishH .
Foreign eachanpe loss 264 22
To1al (6,312} (3.131}

The discounting of restruciured payable amoums gives rise 10 a gain. Subsequent to its initial recognition, the
discount is amortized over the ‘period of the restructuring as an expense. Further-information on the restructoring off
accounts payvable and taxes payable is contained in Notes 17, 19 and 20,
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Notes to the Consolidated Jnterim Financial Statements for six months ended 30 June 2006
(in millions of Russian Roubles)

. Note 25: Earnings per share -

Siv months ended Siv months ended

M June 2006 30 June 2005

Weighted avernge number of ordinafy shires issued (housands) a1,040.754 41,031,784
Weighted average nismber of preference shares issued (thousands) 2,075,149 2078149
.»\d;ustmmt for m:mhlui av emhc number of ln.asun shanes tthousands) [-4136.,387) (71,37

W ughlcd av cr:mc autither of urdman* and pm!crcmc shanes”
m:tstandmn (mous:mds; 12660016 42645176
Profit mmhumhk 0 the ahmhﬁlders OofRAD UF 5 . 20,04 16.158
ughud lmmg: :dmmg_s per urﬂmnn and pn:tmm)c share -~ basiv and

dilutéd tin RR‘i . 11,47 .38

b .:!ung, into account lhc effect of the unequal dividends paid in the period (see Note 14), and based on the weighted
average numbtrs of preference and ordinary shares oulstanding, the carnings pec share Tor the two clusses of shares

|
]
i . T owoere as lollows

Six months ended Six months ended
30 June 2006 M) June 2608
| . W csymd average number of utdm‘:r} xh.m:s mw.d (thousands) ALGHLTS RARLEY B
i Adjustment fos nrsghu:d uverage number of urdinary treasury hares
| {thousands) {550, 1940) {159.917)
' Weighted average number of ordinary. shanes outstending (thousands) 40,591,564 14,581,837
Weighted average mamber of preference shanes Bsted {hausands rais e < 075,140
Adjustinent lor s\cmhtcd avcragc number of preference treasury shives
E!hmﬂmds) £6.697) {1L810)
Weighted average number ofpn:fm'ncc shures outstanding (thousands) 2008482 2.063.339
Dividends 10 on!‘_ma.r} shares cgmmdmg 2.356 2294
l)ividcnds I hfc&‘mncc shares outstamding 362 461
Total div :dcnds 2758 2,758
Total Profit mmbumh}c to ordinany cquily bodders less dividends paid 17,186 13,400
- autributable 10 ordinary sharehollers 16,448 12352
- attribulable 1o pmfcn:m:u sharcholders 338 8
. - Tl cnmmg.s “attributable to the erdinary -.hnrcfmldcr\ 18,503 15,040
- “Total carnings auributable the prei‘crcncc sharcholders 1,241 1112
Eamings per ondinary share - m;;':mq dilutest (in RR) 546 0.37
Earninps per preference share — basic and diluted (in RRY .60 {54

n\'mc 26: a\'on-currcm assets classified as held for sale

In Ju!v ’006 the Group conducted lmdus for sale of 10(L0 percent of shares of OAO Taimyrenergo included in
Energos. seynen: operating .in Siberia n.;,mn and 47.4 percent of shares of OAO Yaroslavskaya retail company
inciuded in Retailing. seg,mem operating in Centre region. Gains realised on sale of OAQ Taimyrenergo

- {RR 6,} bllhon) and O.-\O anoslmskam retail company (RR 400 milliony will be reflected in the Group's statement
of operations for nine months ended 30 September 2006, The Group presenied assets and Hgbilities off OAO
Taimyrenergo and OAO \'aroslaxskavu rciall company as disposal group.
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Notes to the Comolld.sted Interim I-m.mcml smlcmcnls l'm' six momhs ended 3 June 2006
im milfions of Hussian Roubles).

Major classes of assets LI:]SSlin.d as held for sale and lnbnl:ues d;reclh' associated with those non-curvent assets are as
following: :

As at 30 Juae 2006

Property. plant and equipment -~ o 442

“Accounts receivable - 703
Deferréd 1oy assets, : 349
Other - L L 132
. Total'nsyety- - ' , 1.626
Shon térm debt : ' ' T
Taxes p.:\ahlc T 7 169
Accaunts {u\ uhlc and uurucd charpes” 168
lulnl Imhilllte\ . B . 3%

‘Note27: Commitments

:Suales: commitmes ~The Group’ has entered into three contracts with- TOOQ chncrbouscurcc. a contract with
Bclcncrbo. ,lh commcls with 7 l'l\ 'Smuus. agrccmcms with ZAO ‘Energijos realizacios centras™ (Lithuania), Ost
Elektra Gmbh, (Germ'm\) O;\O Uralsken acrgo; Scaent AB (Sweden), AK ~CREPS” (Mongolia). GAO “Latvencrgo™
(Lm-na) 1Wo contracts with iorium Power and Heat Oy (Finland), GUGT. Mongolii {Mongolin), and two contracts
wilth R ’\0 N rthc ()Y and Umon- '

Electricity sales under. lhc above mcnuumd contricts for the year 2006 are expected 1o be as follows: USD 209
million: EUR 270 million and RUR 2,327 lmllmn For further periods sales volumes and prices are subject 1o further
clarification \ulh lhc Group's clients, but the figures for sales estimated within the frameworks of the ubove e signed
comtracts will be above:

2007: USD 282 million and EUR 302 miltion:
2008: USD "06 million and EUR 270 million;
other \cnrs. USD 1.692 miltion and EUR 672 million.

Purcliuse cnmm.r'm:ﬂm. The Gruup conc!udcd agreements with its clectricity suppliers Ekibastuzskays GRES.2
({\umkhs:an) OAO Llckmches!-.ne Slamm {Kirgizsian), AES Ekibaswz (kamkhsmn) two contracts with TOO
chncrborrsurs {Kazakhstan), OAHK Barki Tochik {Tadjikistan) and AK CREPS (Mongolia), Access Energo,

Electricity purchases under the sbove meritioned contracts for the year 2006 are expected to be as follows: USD
45 million and RUR 2,318 million. For further periods purchases volumes and prices are a subject for clarification
with the Group’s suppliers, but the figures for purchases estimated within the frameworks of the signed contract will
be not be less tham:

2007 USD 48 million and RUR 2,318 million:
2008: USD 52 million and RUR 38 million;
other years: USD 238 million.

Fuel commitments. Group entities Have numerous fuel contracts. These fuel contracts represent less than the total
annual fuel requirement of the Group. Additional fuel requirements are purchased through short-term agreements and
on a spot basis from-a varicty of suppliers. Prices under the Gmup\: nuwral gas and coal contracts are generally
determined b\' reference 10 base amounts adjusted to reflect provisions for changes in regulatory prices, publ:shcd
inflation indices and current market prices.

Social commitments. Group mti}ies contribute to the maintenance and upkeep of the local infrastructure and the
wellare of its employees, including contributions toward the development and maintenance of hdusing, hospitals,

transport services, recreation and other social needs in the geographical areas in which it operates,

C‘apirat commitmze s, Fulure capml expenditures for which contracts have been signed amount 1o RR 64,195 million
us a1 30 June 2006 and RR 89, 772 million as at 31 December 2008,
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Notes to thc Comolldqted In(ertm qunnal Sl.uemml\ for m munlhs ended 30 June 2006
(i mittions of Russim walm; )

In May 2006 R J\O ULS Or‘\O__ F__cdgral h\dro generating company, and external investors concluded an agrecment on
mutunl- fi inancing,. construction and ‘exploitation of Bog,uch.msk'na GES andthe Boguchanskiy Alumitum Plant.
Towl investment ‘to-be’ Sonribuicd by the panicipants amounts to RR 90,854, miltion (USD 3.274 million).
Distribation of investments between’ participants will be made on the b:ss«s of the Partner 15ree:mnt The first line off
Boguchanskaya GES and Bouuch'mﬁkl} Aluminum Plant i is planed-to be put into operation in the fourth quaner of

"009
ﬁq:e ZQ:ACQn;inggntics

Political énvirosnment. The, opuahons ‘and edmings of Griup enuues continug; from time to time and in varying
Cdegreds; 19 be a!Tatcd bv'pni:mal 3v.e|sl.nnc fiscal. and rcgu!alcrv devclepmcms including those related to
mv:mnmcnlal prowcuon in Russm

Imumna‘. The. Group holds. hmncd insurance policies in refation 10 its assets, operations, public fiability or other
mwmblc nsks Accordingly, the Gmup is t‘(pOS&d for those risks for which it does not have insurance.

Legal pmreedr'ugs Giroup entities are p:mv 10 certain legal procccdmns .xmm_g, in the ordinary course of business. In
the opinion of management, :hm: are no other current legal prucccdlup or ather claims ouistanding, which, upon
final disposition, will have a muiérial ndw:r'ie chcct on me financial pmumn of the Group,

Tax ‘contingency. Russian tay,’ LUTTCHC\ and customs fegislation is subject 1o varying interpretation, and changes,
\\h:s:h can oceur frcqunmlv. Man.agemem s interpretation of such Icu:sl'mon as apphed to the ransactions and activity
-of the Group may be challenged by the relevant regional and t-.dcml aulhorme': Recent events within the Russian
Fedemtmn suggcs! that the tax. auihonues mayv be t.zkmg, 1 more assertive posmon in their interpretation of the
ituasiauon and assessments, As o rcsul: sngmﬁmnl nddmon’al Laxes, penadties. and interest may be assessed, Fiscal
perlods remain open 0 rewew by’ thc autherities in respect of suxes for threé calendar vears preceding the year of
review; Under cerain circumstances review may cover longer periods.

Due to the faLL that the tax and ‘other legislation do not fully cover all the nspccls of the Group restructuring, there
mu_ht be respective tegal and 1ax risks,

Certain 1ax authoritics have indicated that they believe that some Group entities, including OAO»Moscnergo, may be
liable for additional takes on the basis that the subscription fees paid to RAO UES. SO-CDU and FGC for managing
the transmission of L[C‘CUICIW dnspatch funcnons and for development of the Group’s strategy constitute financial aid,
that property - rccewed s Lonmbut;on to charter capital should be valued differently for tax purposes. and that
expenses have been oversiated by the amounts of abnormal losses of ekcmcuv daspalchcd ete,

No disclosure has been made in rcspcct\ of the’ possible financial effect of potential claims or dispuies on these
matters, as this might seriously prejudice the position of the Group.

As a1 30 June 2006 management believes that its interpretation of the relevant legislation is approprimc and the
Grcup s tax, currency and customs posmons will be sustained. Where management believes it is probable tha a
position cannoi be sustained, an approprtatc amount has been acerued for in thcsc Financial Statements.

. !;m-.'mnmm.ral maiters. Group: entitics and their predecessor entities have operated in the electric power industry in
the Russian Federation for many years: The enforcement of environmental regulation in the Russian Fedention is
evolving and the enforcement posture of Government authorities is continualty being reconsidered. Group entitics
pcriédicaily evaluaie their obligalior:s under environmental regulations.

‘ i’otcmlal ligbitiies mmhl arise as o result of changes in legislation nnd regulation or civil litigation, The impacl of
these potential changes cannot be estimuted but could be material. I the current enforcement clifite under existing
legislation. management believes that there are no sugmf cant liabilities for environmental damage, other than any
amounts which have been accrued in the accompanying consolidated batance sheet.
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Notes to the C‘onsohdatcd Interim Financinl Statements for six months ended 30 June 2006
{in nuillions of Russian Roubles) - )

.N('al'c 29; Finantial iﬂ.slrufm:ms"and ﬁi‘l:mbi&ll risk factors

w LT

hmmunf m& farwn The. Gmup 5 acnvmcs c\posc it 10 g variety of financial risks. including the effects of changes
m foruyl currcncy ctchanﬂc ram changes in mtercst rates and the collectibility of receivables.
Crrdu risk. :f lmncml nsScts \\hlch pu:cmmllu Ssubject Group eatities to concentrimions of credit risk consist
prlnupally of lmde n:cewab!cs mcludmb prormssor\' notes. Credit nsks relatcd 1o trade réceivables are systematicalty
are“considered” when the allowince for’ doubtfut debtors is made. The carrying amount of trade
rccewnbles nr:l ofthe” allowanec: for” doubtl‘ui dablors rcpn:smts lhc mn.\nmum amount exposed 1o credit tisk,
:\Ilhoug,la col!ccnon of rtccwablcs could be’ mﬂucm.cd by efonomic factors. manpgement believes that there is no
slg,mf' cant, nsk of 1055 16 lhc Gmup ht){)ﬂd lhc atlowance for doubifut debtors already recorded (see Note 2),

(,ash is placcd in l' nancml msmuuons \\ huh are considered at time of deposit 10 have minimal risk of default.
lumrgn c.mdmnge m.L Thc Gmup prmwnlv operaies w ithin- the Russian JFederation, with minimal expons of
clectricity. The majomv of 1he Group's purchases are denominated in RR. T he major concentration of foreign
cu.hang,c rigk is,in relation to foreign-currency denominated sales and purchase commitments (see Note 27) and
I'orclg,n currency dcuomuutcd dcbt (sce Note l6)

Imcrcs.' rare mA The Groups mcomc and “operating cash flows are substantially independent of changes in market
interest-rates. Ilw Group is etposcd to interest rute risk through market value fluctuations of interest-bearing long-
termy burmwmg,s The mujority of gntcresn rates on long tern bormu.mgs are fixed. these are disclosed in Noie 16, The
Group has no Sigaificant intere beanng., assets. Curn:mtv the Group does not operate o formal managemeni program
i’ocusmg, on the unpredictabifity of financial nmrkcas or secking to minimize potential adverse ¢ffects on the financial
perfonmance of the Gmup

Fuir m!ucs The i.nr vilue of investments and borrowings is discussed in Notw 10 and 16 respectively. Management
believes tha the Tair value of other financial assets ond financial Yiabilities is not significantly different from their
carrying amounts,

Note 30: Subsequent events

In July 2006 RAO UES of Russia signed 2 agreements with municipal Governments on carryving oul priotity
measures (o build and modermnize the clcc:rlc power facilities in the Leningrad and Tvumen Energy Syslems,

The Agreement with- St- Puersburg Gmcmmcm pmwdcs for the increase of generation and transformer capacity,
both through new construction and modemization of the existing substations in all voliage classes. Also new
transmission lines will be buili and the existing lines will be upyraded. The projects 1o be implemented under the
Agreement are estimated at RR 300 billion.

Another agreement on ‘carrying oul priority measures to build and modemize the electric power fieilities in the
Tyuinen Energy System provides for the construction of generation and transformer capacity. both through new
construction -and - modemnization. of’ the existing substations. The cost of projects to be implemenied under the
Agreement is estimated at RR 211 biilion. ’

In August 2006 the Russian Government has approved the investment Programme for the Eleciric Power industry for
the Year 2007 and the Period until 2009: The Progranune includes invesiment plans for RAO UES of Russia and its
: subs:dlar:cs 0AC !‘deml Grid Compnnv of Unified Energy System, OAO HydroW (. and OAQ SO-CDU. In 2007,
the investments (o be made by OAD RAQ UES of Russia. OAD UES FGC, OAQ HydroWGC, and OACG SO-CDU
“will total KRR 160:3 biltion, n twofold increase on 2006. In 2007, the dverall investments in RAQ UES Holding will
amount (o RR 400 billion, '

QAOQ H\dm\\'GC the European Bank: n!‘ Revonstruction and Development (EBRD) and o syndicate of nine
Lommcrcnl banks have entéred into loan ngreement in amount of RR 6.300 million. The first tranche of RR 4,000
million will be pmwded by the'E BRD with 2 maturity period of 14 years, the second tranche will consist of two paris

of RR 3,150 million and KR 850 million (with o maturity period of 10 and ¥ years respectively) by commercial banks,
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] resents | 4.4-;:eracm of the Ccmpahx s sham ﬁ.:lptmf pm{-()i'fermg‘ ammasmg, QAD WGC
is. cutsmndmg shan. *iapntal from’ 3(3 "7 biltion to aSA;? b:!lmn. and reduuné, the effective interest of the Group in
VGC b imm iGO 5 lo ;S%i’,;h :
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